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THE MANAGEMENT OF THE PUBLIC DEBT. 


A renewal of the discussion about paying the public debt 
has demonstrated more clearly than ever the great unan- 
imity of sentiment among the people in favor of discharging 
it at an early period. Of this fact politicians and others 
who wish to be on the popular side would do well to take 
heed. Nor is there any probability that public opinion, now 
so sharply crystalized on this subject, will soon dissolve. 

Regarding this fact as settled, that the people desire a 
rapid discharge of the debt, a very serious question arises 
in applying the revenues for that purpose. Only three classes 
of bonds beside the Pacifics exist ; and the question is, which 
can be discharged with the greatest economy to the Govern- 
ment and the most considerate regard for every business 
interest ? 

It is clearly enough seen that if the Government continues 
to buy or call the three-and-a-half-per-cent. bonds, the 
National banks, in many cases, must withdraw their circula- 
tion, unless they are permitted to substitute, under proper 
conditions, other bonds in the place of the three and a half 
per cents.; for they cannot afford to buy the fours and the 
four and a half per cents at the present premium to deposit 
as security for their circulation. Of the total amount of 
three and a half per cents. outstanding the first of Novem- 
ber, $241,376,150 were held by the banks to secure their 
notes. The following table shows the total amount and kinds 
of bonds employed for this purpose at that date: 
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Class of bonds. Rate of interest. Amount. 


Funded loan of 1907 4 per cent, - $ 92,005,800 
Funded loan of 1891 4% per cent, - 31,981,650 
Five-per-cent. bonds int. ceased a 758,900 
Five-per-cent. bonds extended. 3% per cent. - 187,634,550 
Six-per-cent. bonds 3% per cent. ee 53,741,600 
Pacific Railway bonds 6 per cent. - 3,486,000 


$ 396,608, 500 


Of course, if the banks cannot afford to buy the bonds of 
1891 and 1907 in case the Government should determine to 
redeem all the three and a half per cents. first, their circu- 
lation must be withdrawn unless the Government will allow 
them to substitute other bonds for those issued by the 
United States. 

It is evident there could not be much contraction of the bank 
circulation without deranging business; and rather than have 
such a disaster occur, not a few who have studied the sub- 
ject from many points of view, declare that it would be bet- 
ter policy to pay the fours and the four and a half per 
cents. first, even though the Government were obliged to 
pay a considerable premium to get them. Moreover, it is 
contended that because the three and a half per cents. bear 
such a low rate of interest and can be redeemed at the pleas- 
ure of the Government, they should be the last bonds dis- 
charged. 

It is true, if the Government determined to buy the fours 
and four and a half per cents. at present prices, the real 
premium paid would be the difference between the rates of 
interest on the various classes of bonds, which is not very 
large. The exact amount we have shown in a previous 
number. But, on the other hand, while it would be the 
same thing to the Government to buy a four-and-a-half-per- 
cent. $100 bond which matures in 1891 at $110 as to buy 
a three-and-a-half-per-cent. bond already matured at $100, 
yet the owner of the four-and-a-half-per-cent. bond would 
get ten dollars more for his bond than he paid for it. 
And if the Government paid $113 for a $100 four-per- 
cent. bond which matures in 1907, the Government would 
pay no more than for a $100 three-and-a-half-per-cent. bond 
which may be paid at any time, and the difference of one- 
half of one per cent. interest. 

While these facts are very apparent, yet the tax-paying 
classes generally would be unwilling to have the Government 
buy the fours and the four and a half per cents. at any con- 
siderable advance beyond par. They can see clearly enough 
that while there would be no loss to the Government from 
such an operation, regarded from one point of view, the 
bondholder would get in any case more than he paid. He 
bought them at par, and the taxpayer would not be willing 
to have the Government pay a much larger sum for them 
than was given by the bondholder in the beginning. The 
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question therefore presses, how can the Government redeem 
these bonds without paying the present premium and with- 
out infringing, in any way, the rights of the bondholder. 

This end can be effected in several ways one of which may 
be briefly considered: That is to create a sinking fund to be 
used solely for the discharge of the various kinds of 
Government bonds as they matured, or when their price fell 
below a certain figure. Now, the formation of such a fund 
ought not to be either a difficult or a risky operation. 
Congress might prescribe for the purchase of certain bonds, 
the soundness of which no one could question. Suppose, 
for example, that Congress should enact that railroad bonds 
might be purchased of any completed railroad that had been 
earning and paying yearly a dividend of six per cent. or 
more, for a specified number of years, and further, that the 
bonds thus purchased should belong to a class of liens or 
mortgages not exceeding a certain number of thousand dol- 
lars per mile, and not preceded by any other liens; is it not 
clear that such bonds so amply secured would be a safe 
investment for the nation? Congress, after declaring in 
general terms the bonds that might be purchased, might 
also specify the names or kinds of bonds falling within the 
conditions, and from year to year revise the list as circum- 
stances should require. 

In respect to the mode of buying the bonds, this might 
be done inthe present manner, by advertising for bonds be- 
longing to the purchasable list, and those offered at the 
lowest price the Government be required to take. In that 
case there would be no chance for exercising favoritism; and 
by conducting the entire business in an open manner, and 
including in the monthly statements the particulars of the 
bonds purchased, where would be the opportunity for 
crookedness in making purchases? The bonds, too, might 
be registered and declared non-negotiable, and thus all pos- 
sibility of loss by robbery, fire, or other cause, be avoided. 

In selling the bonds, also, the law might be equally exact- 
ing in respect to conducting the business openly, requiring 
due notice of their sale, and all the particulars relating 
thereto; and if this were done, it is difficult to see how the 
Government could lose by the operation. 

It will be seen that by adopting such a policy, the Gov- 
ernment would accumulate a fund with which to redeem its 
bonds. The bonds belonging to the sinking ftund would 
probably draw higher interest than those issued by the Gov- 
ernment itself, and the bondholder’s investment would not 
be disturbed until it matured. Were this policy adopted, 
the Government could immediately stop buying its three and 
a half per cents., and concentrate all its energies in col- 
lecting a surplus revenue, and using it to buy bonds, the 
avails of which would be applied in paying for those 
maturing in 1891 and at later periods. 
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We shall now proceed to answer some objections to the 
plan suggested. First, it may be inquired, would not the 
price of the bonds which the Government officers were au- 
thorized to buy advance and become worth nearly as much 
as those issued by the Government? This is not probable. 
Suppose the Government were to -ecome a purchaser to the 
extent of $50,000,000 yearly, what is this sum in com- 
parison with the total amount sold? The purchases by 
the Government would, doubtless, affect the prices of bonds 
somewhat, but not very greatly. The field for _ selection 
would be so large, and there would be so many sellers, 
that the advent of the Government as a customer in the 
market would not, probably, cause a very heavy advance of 
prices. But if it did, then the Government should stop, for 
the sole object of making these purchases would be to save 
the public money. If the Government could not effect this 
end, then it would be useless to buy bonds, and nothing 
further need be attempted in this direction. 

It has been suggested that municipal bonds be purchased 
under proper regulations which should insure the buying of 
safe securities. By thus widening the field of purchase the 
price of the bonds lying within it would be kept lower. 
Perhaps it would not be so easy to prescribe safe regula- 
tions for the purchase of these bonds as for the purchase of 
those previously mentioned; yet all kinds of safe securities 
should be considered in establishing a purchasable list. 

But some may shudder over the idea of having the Gov- 
ernment officers collect and hold a vast quantity of bonds. 
Any unpleasant feeling of this kind ought to be dissipated 
by the thought that for nearly twenty years the treasury 
officers have held hundreds of millions of bonds for the 
banks and none have been lost or stolen. Cannot the Gov- 
ernment buy and keep bonds for a sinking fund with equal 
safety ? If they were not negotiable, if they would prove 
worthless to the robber, where would be the danger in 
collecting them ? 

It may be asked, would there not be danger in Congress 
diverting them to some other purpose ? Such an end might 
be prevented by legislation in the beginning. Congress 
might declare that the bonds thus purchased were bought 
for the benefit of the bondholder in order to pay him when 
his bonds were due. Thus the fund accumulated would 
really belong to him, and the obligation thus created, of 
using the avails of the bonds in that way only, would be so 
strong that Congress would hardly dare apply them in a 
different manner. But, to remove all doubt, a constitutional 
amendment might be passed forbidding the use of any 
bonds belonging to the sinking fund for any other purpose 
than that for which they were purchased. 

Again, the quantity purchased might not be very large. 
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Were the plan adopted, the accumulation would begin for 
paying the bonds of 1891. Now, predicting from past ex- 
perience, four or ..ve years before they are due the premium 
will probably drop down so low that it will not be desirable 
for the Government to continue to buy other than its own 
bonds, which are to be redeemed at that time. It is true 
if the Government determined to buy these bonds during 
the last four or five years of their running, the premium 
would remain high until the bonds matured; but if the 
Government determined on an alternative policy of buying 
the four and a half per cents. at a certain price, or, failing 
to get them for that, to purchase other bonds, then the 
price would not keep up in consequence of any action of 
the Government beyond the amount it was willing to pay. 

Lastly, it may be inquired, would not such action tend to 
reduce the value of the bonds, and would this be fair and 
honorable to the bondholders? Doubtless if the Govern- 
ment determined to buy none of the fours or four and a 
half per cents. until they matured, or at a price consider- 
ably below that now paid, their value would decline. The 
price of these bonds is sustained somewhat by the belief 
that the Government will become a large purchaser before 
they mature. Were the future policy of the Government 
clearly defined, that none of these bonds should be pur- 
chased at any considerable premium, would we not witness a 
shrinkage in their value? But if the Government should 
establish such a policy the bondholder could not justly com- 
plain, for it is one of the risks taken in buying them. As 
no one will accuse him of wrong doing in his efforts to raise 
the price of these bonds by declining to part with them 
except at a high figure, so the Government could not be 
justly blamed if it determined to buy none with its sur- 
plus revenue before they matured, unless they were sold much 
lower than the present quotations. 

In thus adopting a policy of buying bonds for a sinking 
fund composed onlv of perfectly sound securities, offering 
also to buy the government bonds, though at a figure below 
that now prevailing, and purchasing occasionally the three 
and a half per cents., it is believed that the public economy 
would ke promoted and a wise conservatism be maintained 
in the administration of our national finances. The broader 
the policy, the more numerous the alternatives possessed by 
the Government, the more economically and successfully can 
it redeem its obligations. 











RISE IN VALUE OF DIAMONDS.—The price of diamonds has risen about 
twenty-five per cent. within a few weeks, in consequence of the purchase of 
the great Kimberley mine, in the South African diamond field, by a company 
nil English capitalists, who intend to hold its products for an advance in 
values. 
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BANK EXAMINATIONS AND BANK DIRECTORS. 


It must be admitted that the art of bank robbing has at- 
tained a high degree of perfection. Formerly, tools, pow- 
der, gags, and darkness were needed for the nefarious work, 
but by the improved method the robber sleeps like other 
folks, practises his art in the light of the sun, with delibera- 
tion and coolness, and maintains his status in society. Every 
account agrees that Baldwin, the manager of the recently 
failed Newark bank, was regarded as one of the best finan- 
ciers in the State; and no one will question his pre-emi- 
nence as a bank robber. Possessing this double reputation, 
his fame is likely to be kept bright for a considerable 
period, at least until those who have lost and suffered by 
the downfall of the bank have passed away. 

Baldwin would not have performed his feat so easily had 
the directors been inclined to act any other part than that 
of dummies. Having been thus kindly left to himself, Bald- 
win was only eight years in cleaning out the concern, or at 
the rate of $6,154 per week. This fact shows that he was 
a man of business, for a lazy person would not have robbed 
so persistently and apparently with so much cheerfulness. 

This failure, and that of the Pacific Bank, have caused 
no little commotion among banking circles. The national 
banking law is declared to be faulty, bank examiners in- 
competent, and bank directors blind. Now these charges, 
while doubtless containing some truth, are altogether too 
sweeping, and should not stand as the deliberate judgment 
and belief of those who are most interested in these insti- 
tutions. 

In the first place, it would be difficult to improve the law 
very much in respect to bank examinations. It has been 
perfected inthe light of a long and wide experience. The 
deeds of Baldwin, while paintully surprising, are not the 
first of the kind which kave blazed up before the astonished 
gaze of the world. His mode of operations was an old 
one, against which the law had provided as perfectly as 
possible. Legislative wisdom can do no more. The crime 
occurred through no fault of the law under which the bank 
was living. 

Nor is it true that the bank examiners as a class are in- 
competent and worthless. Some of them may not discharge 
their duties efficiently, but surely this cannot be justly said 
of all. Admitting that in some cases they are appointed to 
please politicians, and to reward them for political service, 
and without much regard for their fitness, yet among the 
entire number there are those who are efficient, and against 
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whom nothing can be said. Yet bank rogues have eluded 
the vigilance of the most, as well as the least, efficient bank 
examiners. The unpleasant truth is, when the manager of a 
bank determines to defraud it, he has usually a far better 
knowledge of the way to do it than any bank examiner has 
of the way to detect him. Nevertheless, bank examiners 
have certainly done much in uprooting irregularities, in ex- 
posing frauds at an earlier date, in preventing their commis- 
sion through fear of detection. Their labors have not been 
useless, and if in some instances they might have been more 
vigilant, let them not be condemned as worthless officials, and 
sleeping when others would have watched. 

For, whatever may be the law in regard to examinations, 
and however it may be executed, the directors and stock- 
holders are not thereby absolved from performing their 
duties. Directors cannot with very good grace accuse bank 
examiners of incompetence or negligence when they act 
simply the part of dummies, to do as they are bidden or 
desired by the bank manager; nor can the stockholders 
complain with any better reason if they knowingly elect 
directors who perform their duties only in a formal and 
perfunctory manner. Thus, in the final consideration of these 
failures, the blame must fall on the stockholders, by whom 
were elected directors who entrusted the management wholly 
to Baldwin and Benyon. The stockholders should have taken 
a little more trouble to find out what the directors did; and 
they in turn should have looked after Baldwin and Benyon 
more closely. Whatever may have been the conduct of the 
bank examiner in this particular instance, the directors and 
stockholders can furnish no excuse for their own thought- 
less and expensive negligence. 

One lesson to be drawn from this affair is very plain. 
Even with a perfect law concerning examinations, and a faith- 
ful execution of it, directors and stockholders are not to be 
excused on that account from doing their duty. Eternal 
vigilance is the price of safety to these institutions. No one 
connected with them can exercise too much. A bank has 
never failed from too great watchfulness of its manage- 
ment. 

Notwithstanding the shock sustained by many from the 
failure of these banks, the few failures which occur, in compari- 
son with the whole number of banks, show how safely as a 
whole these institutions are conducted. No failure of a 
national bank occurred during the year previous to Oct. 31. 
Handling every year an amount of money so vast that the 
mind fails to comprehend the full significance of the 
figures, only at rare intervals has a failure occurred. The 
pecuniary loss, therefore, caused by bank failures is ex- 
ceedingly small compared with the total sum in the pos- 
session of the banks. This affair, instead of exciting sus- 
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picion and an uncomfortable feeling among shareholders, 
should lead them to exercise greater vigilance, and render 
the banks, if possible, more secure in the future. 





GOLD AND SILVER PRODUCTION. 


The Director of the Mint, H. C. Burchard, has just issued 
a valuable report replete with statistics and other infor- 
mation relating to the production of gold and silver in the 
United States. Of course, it is impossible to attain very 
close accuracy in these matters, yet the facts thus gathered 
can be profitably used. The director had estimated the 
production of gold for 1880 at $36,000,000, and this estimate 
has been sustained; the silver produced during the same 
period, $ 39,200,000, exceeded his estimate by $ 1,500,000. 

The following is a statement of the product of the dif- 
erent localities for the fiscal year ended June 30, 1880: 

Gold. Silver. Total. 
—— i $ 6,000 

$ 2,000,000 -_ 2,400,000 

1, 100,000 -. 18,600,000 

17,000,000 .. 20,200,000 

70,000 - 3,760,000 


450,000 

2, 500,000 
10, 700,0CO 
425,000 


15,0CO 


Utah 

Virginia 

Washington Territory 410,000 - — 
Wyoming Territory. . 20,200 - — 
Other sources 14,000 —- 











.. $39,200,000 


The gold circulation of the United States, including bul- 
lion in the Treasury, amounted at the commencement of 
May to $ 520,000,000, of which about $ 264,000,000 was held as 
Treasury and National-bank reserves, and $ 256,000,000 was 
in actual circulation. There has been a gain of gold coin 
and bullion to the country since July, 1870, of $ 234,000,000, 
of which $35,000,000 was added to the Treasury, $59,000,000 
to the banks, and $ 140,000,000 to the active circulation. 
Only two countries in Europe possess a larger amount of 
gold than our own. The amount estimated to be in Eng- 
land in 1880 was $596,000,000, of which $ 428,000,000 was in 
actual circulation; and France, with $927,000,000 of gold, had 
a circulation of about $816,000,000. The larger proportion 
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in active circulation in France the Director attributes in part 
to the fact that their coinage consists almost exclusively of 
denominations of less value than five dollars. The largest 
English gold coin is the sovereign, equivalent to § 4.8632 of 
American money, while in France, out of a total coinage 
during the last seventy-seven years of $ 1,743,288,000 of gold, 
nearly ninety-nine per cent. was in pieces of less than five 
dollars. 





THE VALUE OF RELIGION TO SPECULATORS. 


No doubt Homer, Virgil, Dante, Milton, and other great 
poets, were wondrously endowed with imagination, but, after 
all, their displays of the divine gift were feeble compared 
with the displays seen so often now-a-days in Wall Street 
and in other money markets. The stories of the speculator 
are, indeed, very different from those told by Homer, although 
it may be questioned whether they are more truthful, even if 
it be admitted that Troy is a myth, and the fair Helen 
purely a creature of fiction. 

It would be useless to recount the imaginative displays 
so frequently witnessed in Wall Street. How often has it 
been reported that Mr. Vanderbilt had sneezed and was going 
to die, and thereupon the frightened ones would begin to 
sell stocks. How often has he sold out his interest in the 
New York Central Railroad during the last year? How 
many times have stories suddenly blossomed out into full 
size of dividends that were to be reduced or passed; of 
combinations that were to be made or broken? Scarcely a 
day goes by without the invention of a story of this kind, 
which has been carefully spun in the magical loom of some 
diligent speculator. 

in the history of speculation, to the French will be as- 
scribed the glory of having demonstrated to the world the 
value of religion as a lever to move the money market. The 
famous lever of Archimedes, with which he proposed to 
move the world if he could just step off one side so as to 
get a good -pry, was not much of a lever compared with the 
spiritual instrument by which certain recent French spécula- 
tors have moved the francs out of the pockets of others into 
their own. 

Of all countries France would seem to be the best for 
making use of religion for stock-jobbing purposes, because 
the people are so pre-eminently pious. Ever since the revo- 
lution of ’89, the religious character of the French has been 
well established. The speculators, recognizing this fact, have 
utilized this religious element with which the atmosphere of 
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France is so,heavily charged, in a manner as original and 
striking as were the experiments of Benjamin Franklin with 
electricity a century ago. 

Let us briefly explain how these French speculators ex- 
tracted their large profits from religion. About three years 
ago a speculator named Dervieux founded the Union Générale. 
As he was a very religious man, he conceived the happy idea 
of having the Pope bless his undertaking. He succeeded in 
obtaining it, but how the thing was done still remains a 
mystery. It is wickedly hinted that by giving a thousand- 
franc note, to some of the Holy Father's household perhaps, 
the blessing was granted. Anyhow, the shares of this blessed 
company were soon placed on the market, and were taken 
by eager purchasers. Its capital was nominally 200,000 
shares, at 500 francs each, one-quarter of the price per share 
being paid. Unluckily for Dervieux, he confided the manag- 
ing directorship of the company to Eugene Bontoux, who had 
had some financial experience in Austria. Dervieux was 
quickly deposed and disappeared from the scene. Considering 
his ill-luck, perhaps a technical view ought to be taken of 
the Papal blessing, as including simply the company and not 
its manager. 

Having obtained control of all the money belonging to the 
Union Générale, Bontoux established in Austria the Lander 
Bank, with 200,000 shares at 500 francs each, and one-half 
paid up. With this capital he began buying all the Austrian 
mines he could find for sale, and the tide of prosperity 
swelled high and fast on all his ventures. 

After a time, however, several Parisian financiers concluded 
they would remind M. Bontoux that it was just about as 
easy to wreck a company as to put it afloat. Accordingly, 
they began to “bear” heavily the shares of the two compa- 
nies. They sold a large quantity of stock which they did 
not possess, and when they began to look around innocently 
for shares to buy and deliver, they suddenly saw something. 
The shares of the Lander Bank were all in the hands of M. 
Bontoux ; and the sanctified stock of the Union Générale was 
all in the hands of priests and devout women, not one of 
whom would sell a share. The “bears’’ finding themselves 
in a corner, were not so happy as they were before ventur- 
ing into this business. Bontoux very calmly advanced the 
pricé of the Union Générale shares to 2,350 francs and those 
of the Lander Bank to 1,200. It is reported that one Pari- 
sian banker paid 7,000,000 francs before Bontoux would let 
go his hold. It is even said that three Hebrew bankers 
went to the Archbishop of Paris and offered to be publicly 
baptized as Christians if he would induce Bontoux to lend 
them the shares they had contracted to deliver. Little had 
Bontoux ever imagined that he should make Christians by 
such a peculiar financial process. 
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The reader will thus perceive that the French speculators 
have demonstrated the practical monetary value of religion 
in a manner hitherto unknown to the world. What will be 
the next invention of the untiring speculator to get money 
from the innocent and confiding? 








LIABILITY ON LOST NOTES. 


Several very interesting and important principles have been 
established concerning the rights of parties to lost notes and 
other instruments, which we propose to lay before our 
readers. Cases of this kind frequently occur, and one in 
particular will be mentioned before concluding our paper. 

It is a well-known principle that where one of two inno- 
cent persons must suffer by a fraud, the one who has 
furnished the means for committing it must bear the loss. 
2 Dan. on Neg. Inst., § 1429. Long ago it was decided that 
when a bank note, payable to A or bearer, is lost, and found 
by a stranger, and by him transferred to C for a valuable 
consideration, A may bring trover against the stranger, for 
he has no title to it; but not against C, by reason of the 
course of trade, which creates a property in the assignee or 
bearer. 1 Salk. 126. “Bank notes, bills of exchange, prom- 
issory notes, payable to bearer or to order, when endorsed 
in blank, are all placed upon the same footing, and for the 
same reason; because these principles alone would secure 
their free circulation.” Such is the language of Ch. J. 
Williams in Brush v. Scribner, 11 Conn. 388. The learned 
judge continues, “The dona fide holder of such instruments, 
having received them for a valuable consideration, in the 
usual course of business, must be protected against the 
claims of the original owner, by whose misfortune, or negli- 
gence, one of two innocent parties must suffer. As between 
the former owner, who has been robbed, and a subsequent 
bona fide holder for value, it is certainly a case of great 
hardship; it has, however, been settled by eminent judges, 
upon principles similar to those which validate sales of 
stolen goods in market overt, or the circulation of coin.” 

The subject was considered by Lord Mansfield in A/z//er v. 
Race, 1 Burr. 452, a case which related to a bank note. 
This is the leading authority, and though somewhat shaken 
afterward by other decisions, the English courts finally 
reasserted the doctrine there laid down, and it is the 
unquestioned law both in Great Britain and in this country. 

The Supreme Court of the United States went over the 
ground in 1864, in Murray v. Lardner, 2 Wall. 110. The 
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former decisions of that court were reviewed, and also the 
English cases. The case itself related to coupon bonds of 
the ordinary kind, payable to bearer, which passed by 
delivery, and of course could not be recovered by the loser 
of the purchaser. (See Garvin v. Wiswell, 83 Ul. 215.) 

But a very different rule prevails with respect to lost 
instruments that are forged or altered. Thus where a thief 
or finder of negotiable paper, payable to order, which had 
been indorsed and put into circulation by the payee, erased 
the indorsement, and, subsequently, personating the payee, 
forged his signature and transferred the paper to a dona 
fide purchaser for value, it was held that no title passed 
as against the true owner. Colson v. Arnot, 57 N. Y. 253. 
The same court had previously decided that a_ forged 
indorsement, no matter how cautious the purchaser might 
be, would give no title. Graves v. American Exchange Bank, 
17 Ibid. 205. 

The general rule governing the payment of forged paper 
is thus stated by Daniel: ‘“ Where one pays money on 
forged paper by discounting or cashing it, he can always 
recover it back, provided he has not himself contributed 
materially to the mistake by his own fault or negligence, 
and provided that by an immediate or sufficiently early 
notice he enables the party to whom he has paid it to 
indemnify himself as far as possible.” 2 Dan. on Neg. Just, 
$§ 1369, 1370. This is merely another application of a still 
more general principle that money paid under a mistake of 
fact may be recovered back. 

Does the same rule prevail in respect to lost paper altered 
by the finder or thief that is so generally recognized in the 
case of forged paper? We think an affirmative answer may 
be gathered from the decisions. Said Earl C. in Colson v. 
Arnot: “It cannot be the policy of the law to facilitate the 
free circulation of forged, altered, or mutilated paper. The 
purchaser of such paper must take the risk of its genuine- 
ness. The law protects him only in the purchase of genu- 
ine commercial paper, in good faith.”’ 

The case of Brown v. Reed, 79 Penn. 370, is very instruct- 
ive on this point. The paper in question was part of a con- 
tract so skillfully arranged that if a portion on the right end 
were cut off there would be left a negotiable note. The 
paper was thus cut and the note was negotiated, and the 
purchaser brought a suit against the maker to recover the 
amount. Mr. Justice Sharswood, who delivered the opinion of 
the Court, remarked that if the maker of a bill, note or 
check issued it in such a condition that it might be easily 
altered without detection, he was liable to a dona fide holder 
who took it in the usual course of business before maturity. 
But the maker was not bound to a dona fide holder on a note 
fraudulently altered, however skillful the alteration, provided 














1881.] LIABILITY ON LOST NOTES. 421 


he had himself used ordinary care and precaution. He then 
adds: ‘He would no more be responsible upon such an al- 
tered instrument than he would upon a skillful forgery or 
handwriting,” thus placing the alteration of such a paper 
and forgery in the same light, so far as the liability of the 
maker was concerned. (See “tna National Bank v. Winches- 
ter, 43 Com. 402.) 

We have been led to state these principles of law from 
having received the following inquiry: ‘‘A purchased from 
‘the bearer’ a pay check issued by a railroad company, pay- 
able ‘to bearer,’ on indorsement by one of the company’s 
officers. Such an indorsement was made. Across the face of 
the check was printed ‘payable at the company’s office, or 
at the Bank of , at the option of the holder.’ A indorsed 
the check to his St. Louis correspondent, it was stolen from 
the mail, and presented to one of the company’s agents by 
whom it was paid. The question is, can A recover of the 
company, or must he lose the sum paid for the check.” 

It would seem pretty clear from the foregoing principles 
that he can recover of the company. The check when trans- 
mitted to St. Louis was payable by delivery. A had made it 
payable solely to his St. Louis correspondent. The general 
principle, therefore, that applies to the holders of negotiable 
paper purchased in good faith, protecting them even if the 
paper has been lost or stolen, does not apply in this instance. 
Of course, if the indorsement had not been erased, the thief 
could not have obtained money on the check, unless he had 
successfully personated the payee. But if he had, certainly 
this would not have been any defence to a demand against 
the company by A. “One who buys such paper from a 
thief must take it in the condition it is when it leaves the 
hands of the maker, and he can take it in no other way.” 
(Earl C., Colson v. Arnot, ante.) The company did not pay 
A’s check, but an altered one which must be regarded essen- 
tially the same as a forged paper. 

An attempt has been made to distinguish between the legal 
consequences of the alteration and the spoliation of such an 
instrument, but thus far the attempt has not been successful. 
I Green. on Ev., § 566; see dissenting opinion of Dwight C. in 
Colson v. Arnot; Bigelow on Fraud, p. 107. 





ee ee 
OUTSIDE SPECULATION. 


The Boston Commercial Bulletin says: “We have kept a pretty 
close watch of the outcome of the principal failures in the country 
during the past three months, and fully two-thirds of them have 
been caused by ‘dipping into’ outside speculation, hoping to make 
a short cut to fortune. In view of the prosperous times, we 
cannot explain why a mercantile firm, with an ordinary quantity 
of brains, fails in business, unless it is not satisfied with the safe 
and reasonable profits of legitimate business.” 
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NEW TENDENCIES OF POLITICAL ECONOMY IN 
ENGLAND. 
", NUMBER, | 


| TRANSLATED FROM THE REVUE DES DEUX MONDES, AND CONTINUED FROM NOV. 
Il. 


The reform which Mr. Leslie preaches in political economy 
is similar to that taken up by Sir Henry Maine in the study 
of law. At bottom it is a reaction against the deductive 
and purely “rational” method of the eighteenth century, 
like that inaugurated in Germany by Savigny and the entire 
historic school. I quote at random two passages that suffi- 
ciently indicate the way of thinking of the eighteenth cen- 
tury. Turgot says proudly, in his famous memoir to the 
king: ‘‘We do not seek to know what is or has been, but 
what ought to be, It is not for science, but for conscience, to 
decide. The rights of men united in society are not founded 
upon their history, but upon their nature.’ Galiani says in 
his Dialogues on the commerce of cereals, which contradict 
so finely M. Thiers’ saying that political economy is but a 
wearisome literature: “What shall be our guide? Our 
reason. Common sense is the only supreme court that never 
takes a vacation; it is always sitting. Let us lay down 
principles taken from the very nature of things.” Without 
doubt our reason and common sense ought to guide us; 
how, otherwise. could we reason justly? But not from the 
abstractions of human thought can they derive rules to be 
followed in politics or political economy. Nothing truly 


instructive in books and nothing practical in laws can be 


attained without statistics and history. One of the great 
services rendered science by Maine’s fine work, Ancient 
Law, is the having pointed out what errors, contradictions, 
and useless wanderings had been produced by the confused 


idea of a natural state and a natural law. Mr. Leslie’s 


works will contribute to purging political economy of the 
same style of entities in what relates to “the natural eco- 
nomic laws.” Joseph de Maistre remarked: ‘‘ Nature! who 
is this woman?’ Let us leave the study of nature to the 
natural sciences. In the social sciences let us study the 
conditions made for us by the past and by the laws of the 
present, and strive to ascertain how they may be improved 
for the greatest good of humanity, taking into consideration 
what man is, his real needs, and his destiny. Mr. Leslie has 
given an excellent example of the application of his method 
in a volume devoted to the examination of the agricultural 
system in Jreland, England and on the Continent. Irish by 
descent, and long possessed by the gravity of this problem 
for his country, he has visited every year one country or 
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another, studying on the spot its rural economy, and par- 
ticularly the laws regulating the distribution of property, in 
the hope of discovering the germ of reforms that might have 
averted the present crisis. Thus, he has several times been 
the guest of our lamented master Léonce de Lavergne, of 
whom he has just written an instructive and touching bio- 
graphical notice. The chapters, in wnich he describes the 
origin and results of the agrarian system of England and 
Ireland, are of an almost tragic interest at the present 
moment. They lead us deep into the insuperable difficulties 
of the problem. The question of small or large estates is 
really at stake. Arthur Young, seeing the land divided up 
in France, predicted that the country would be devoured by 
a superabundant population, like a rabbit warren. The leg- 
islation of the revolution was indeed intended to cut up the 
great domains, so as to parcel them out among a large num- 
ber of hands. The economists and statesmen of England 
had almost unanimously adopted Arthur Young’s ideas. 
Noting the marvelous progress they had made with agricul- 
ture, they unhesitatingly ascribed it to their large estates; 
the majority of publicists agreed with them, and condemned 
the French system of inheritance. 

The majorats, entails, the right of the eldest son, in the 
absence of any will to inherit all real estate, and particularly 
the numberless difficulties in the sale of lands from a want 
of publicity, all these causes combined have tended continu- 
ally to reduce the number of landed proprietors in England. 
The results of the two systems may already be appreciated : 
the French system dividing the territory among five million 
families, and the English system concentrating three-fourths 
of the soil in the hands of ten thousand privileged persons. 
In France the population increases so slowly that even the 
Malthusians are alarmed, prosperity spreads rapidly, misery is 
disappearing, and even universal suffrage does not dream 
of making the slightest attack on the most exclusive prin- 
ciples of property. 

In England, notwithstanding emigration, the number of 
inhabitants considerably surpasses the resources of the coun- 
try in alimentary commodities ; pauperism has its permanent 
army of a million of individuals legally assisted; the exer- 
cise of the most essential rights of property gives rise to so 
formidable an opposition as to result in its suppression, and 
at every moment Parliament, that would seem bound to be 
its legitimate guardian, is infringing upon it by measures, 
which the timorous people of the Continent would not fail 
to stigmatize by the odious names of confiscation, rob- 
bery, or at least of socialism. Are the English or Irish 
proprietors then harder and more exacting than those of the 
Continent? It is quite the reverse; they lease their lands 
much more cheaply, and devote a much larger part of their 
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income to objects of general interest. How comes it, there- 
fore, that property, which is here respected by al!, is there 
undermined, attacked and encroached upon by those even 
whose mission it is to defend it? Because in England it is 
but the privilege of a small number, while in France it is 
the appanage of a very large majority. 

Thornton and Mill* have shown the advantages of small 
properties considered particularly in their social aspects. 
Mr. Leslie’s merit lies in his having renewed the question, so 
to speak, in his having quoted facts borrowed from history 
and from special studies made on the spot. Almost all of 
the countless essays now appearing on the subject of the 
Irish agitation proclaim the necessity of multiplying the 
number of the smaller holders of property there, as has been 
done in France. Rarely has so complete a change of opin- 
ion been seen as that produced in England on this question. 

One of the chapters of Mr. Leslie’s book of the greatest 
present interest is that devoted to the examination of the 
work of Lord Dufferin, late Governor-General of Canada, 
entitled /rzsh Emigration and the Tenure of Land in Ireland. 
Lord Dufferin, himself an Irish landowner, has just published 
a report on the present situation of Ireland, which is indis- 
putably one of the most important documents that has 
appeared on the subject. In this he fully concedes the 
advantages of small holdings of property for Ireland. The 
only point that restrains him is his not knowing how it is 
possible to establish them. Brilliant in style, a judicious 
economist, and equipped with the experience of facts ob- 
served by him in Canada, Lord Dufferin clearly sets forth 
all the difficulties presented by the solutions now most in 
favor. But the best exposition of the historical antecedents 
of this debate will be found in Mr. Leslie’s book, where the 
two authors vie with one another in spirit and knowledge. 

There is another question, to which Mr. Leslie has applied 
his system of criticism with complete success, the question 
of the wages fund. This is a point upon which discussion 
has been very lively among learned specialists, and one 
which is of the greatest importance in practice. The prob- 
lem is put in this manner: I reproduce the words used by 
McCulloch in the first chapter of his Treatise on the Circum- 
stances which Determine the Rate of Wages: ‘Wages depend 
at any given moment on the amount of the fund or capi- 
tal appropriated to the payment of wages, compared with 
the total number of laborers. Let us suppose that the capi- 
tal appropriated to the payment of wages in a country 


*I believe Thornton was the first in England to defend, in a really scientific manner, the sys- 
tem of small properties in his well-known book, A Plea for Peasant Proprietors. The 
first edition appeared in 1848, and the second in 1874. In the happiness of seeing my name 
associated with that of my master, will it be permitted me to add that it is dedicated to M. 
de Lavergue and to the writer of these lines? John Stuart Mill, in his Principles of Politi- 
cal Economy, has merely adopted Thornton’s ideas on this subject, as he himself acknowl- 


edges. 
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amounts to 30,000,000 pounds sterling. If there were two 
million laborers in this country, it is evident that the wages 
of each, supposing them all paid alike, would be fifteen 
pounds sterling, and it is clear also that the rate of these 
wages can only be increased by reducing the number of the 
laborers in proportion to the total of the capital or by in- 
creasing the capital more than the number of laborers. 
Every attempt made to bring about an increase of wages, 
which is not founded on this principle, or which does not 
tend to ultimately increase the capital in proportion to the 
population, must necessarily end in a check.” If the theory 
set forth by McCulloch were exact, it would follow that 
the average rate of wages at any given time could be abso- 
lutely determined ; neither combinations, strikes, nor the 
good will of the masters would be able to raise it. 

The second point of the orthodox doctrine is the ten- 
dency to an equality of wages. Suppose all] employments 
equally easy and healthful; with industrial freedom no con- 
siderable difference could be maintained in wages. If any 
employment were better paid for the time being, a larger 
number of laborers would take to it, and thus the excess of the 
supply would lower the remuneration. The permanent differ- 
ences existing in wages can only be explained by circum- 
stances which render a business more or less difficult or more 
or less agreeable. 

The propositions just explained are simply an application 
of the law of supply and demand or of competition, which, 
admitting it to act without obstacles, must end by leveling 
prices. It is a specimen of the mathematical deductions 
which have been used to excess by the orthodox economists. 
This theory of the wages fund was generally adopted, and 
it is even found in Mill’s Principles. Mr. Leslie was the 
first, I believe, to attack it in a vigorous article published in 
1868. Thornton's book on Lador, to which is frequently 
ascribed the merit of having first refuted it, did not appear 
until 1869. Since then Lange, Cairnes, and the American 
Professor Walker have also strongly disputed it. 

The first point to be considered is this: Is there really, 
at any given time, a fund specially destined for the payment 
of wages, which cannot be increased in any manner? This 
general fund must be composed of that portion of his in- 
come, which every person employing laborers designs for 
their remuneration. Now, is this sum absolutely deter- 
mined? No doubt the income at my disposal is; but if 
wages are high, I must take more from this income than if 
they were low, and in this case less will be left for my other 
expenses. Take an example. The owner of an estate, to culti- 
vate his land, requires two thousand days’ labor to be done 
upon itin a year. If he pays two francs instead of one franc 
for them, his profits will be diminished by 1000 francs. Labor’s 
28 
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share will be increased and that of rent diminished. Other 
industries will have the same quantity of orders to be satis- 
fied; only the expenditure for wages wili take what was 
formerly devoted to the expenditure of the proprietor. Let 
us examine the question still more closely. . A lord derives 
from his domain a gross product equivalent to 20,000 francs, 
The wages of his agricultural laborers take off 10,000 francs. 
leaving 10,000 francs net for himself. The lord devotes 5,000 
francs and the laborers 3,000 francs, total 8,ooo francs, to 
the suppport of the workmen making the clothes, furniture 
and manufactured articles of every kind which they consume. 
Wages rise. The laborers require 13,000 francs of the gross 
produce, then there remain only 7,o00 francs as the net pro- 
duct for the proprietor. The artisans will still receive their 
8,000 francs for the articles they manufacture; but, as now, 
the laborers will pay them 5,oco and the lord 3,000 only, 
they will work more for the former and less for the latter. 
The distribution will be made on a different basis. This is 
not a purely theoretical example. After 1871 the extraordi- 
nary rise of industry occasioned a very considerable increase 
of industrial wages. In their turn the agricultural laborers 
profited by it to raise their demands. The result was a 
diminution of the farmers’ profits, which was soon made 
manifest by a fall in rents. The increase of wages had been 
taken off from the the rent of the land. The gross product 
had been distributed more advantageously for labor, less so 
for the soil. 

The amount of useful things produced by a nation is 
what is determined at any given time, but the method of 
their distribution depends on the laws, customs, agreements 
and demands of the three consuming parties which are the 
factors of production, namely, the natural agents, labor and 
capital. But the partisans of the wages fund insist and 
say : The same amount will always be expended in wages. 
If wages rise fewer laborers will be employed, and if, on 
the contrary, they fall more will be employed. Double the 
remuneration of a certain class of laborers, they will carry 
off a larger portion of the total wages fund, whence it 
follows that other laborers will have to be content with a 
less remuneration, or will even cease to be employed. It 
is true that low wages will cause certain labor to be per- 
formed that might not otherwise have proved remunerative. 
Thus in Flanders the land is cultivated by the spade with 
the minute care of gardening, because the agricultural 
laborer obtains there onlv one franc twenty-five sous for 
his day’s work. In the far west of America land is tilled 
by machinery, almost without any manual labor, because 
the latter is paid for at the rate of ten francs a day. But 
it is an error to pretend to give to these facts the exactness 
of mathematical formulas. The demand for arms will not 
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increase or diminish in exact proportion to the rise or fall 
of wages. To be convinced of this it is only necessary to 
look at what goes on in farming. Certain work must be 
done, no matter what it costs. If it has to be dearly paid 
for the farmer’s profit will be less. If, on the other hand, 
laborers can be hired cheaply, he will not increase the 
amount of his work so as to still expend the same sum. 
He will keep for himself the greater part of the savings 
thus made. In the former case the sum coming to the 
laborers will be larger than in the latter; the surplus will 
be taken from the profits and from the share of the pro- 
prietor. 

As Mr. Leslie remarks, the effect has been taken for the 
cause. The supposed wages fund is nothing but the total 
of what is actually expended for this object at any given 
moment, without this total being necessarily determined in 
advance. It is just as little rational to assert that the in- 
come of each one of us depends on the proportion existing 
between the total income of the nation and the number of 
inhabitants, as to say that each laborer’s wages are exactly 
fixed by the ratio of the total amount of wages to the 
number of men receiving wages. These calculated averages 
of statistics are not without interest, but it is a singular 
delusion to believe that they effect any solution of the 
problem of wages. 

Mr. Leslie demonstrates also, by arraying a large number 
of very curious facts, that this equality of remuneration in 
different employments of the same kind, announced by the 
disciples of Ricardo, is not at all founded on fact. At the 
end of the last century, when Adam Smith was writing his 
work, Arthur Young noted the wages of agricultural laborers 
in England, and found that the lowest rate was six shillings 
a week and the highest eight and one-half shillings. Eighty 
years later, in 1850, Mr. Caird made a similar statement, 
and found the lowest agricultural wages to be still six 
shillings. But the maximum had attained sixteen shillings. 
In Lancashire the rate had risen from six and one-half to 
fifteen shillings, but in Suffolk it had fallen from about 
eight to seven shillings, although the price of meat, butter 
and cheese, and the rent of cottages had much increased. 
The inequality of wages has therefore increased, instead 
of disappearing. In Beigium I have myself noted some 
truly extraordinary differences in agricultural wages, which 
certainly did not exist of old. Thus, in Flanders, to-day, 
the laborer earns one franc fifty sous, and in Campine 
sometimes one franc, while in Hainault and the Province 
of Liege he receives from two francs to two francs and 
fifty sous, or more than double, though in localities very 
near one another. The development of industry in certain 
regions has produced these contrasts formerly unknown. 
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The economists of formulas have admitted that labor, like 
capital, was directed towards the most remunerative employ- 
ments, in such a manner as to reduce the wages in them, 
while raising them in occupations not so well paid. Just 
as gravity everywhere makes water seek its own level, so, 
they say, under the action of personal interest the remun- 
eration for tasks of the same kind must arrive at equality. 
This tendency doubtless exists theoretically, and it must 
act to a certain extent. It is, however, opposed by so 
many diverse influences that the result is often quite the 
reverse of that predicted by the ‘abstract’ economists. 
The laborers engaged in a business do not know what 
other laborers earn, and even if they knew it would be 
almost impossible for them to change their occupation. Can 
shoemakers compete with tailors, or blacksmiths with weavers? 
An increase of wages in one branch of industry is not 
enough to call into it workmen engaged in another industry, 
because they are not fitted for it. There is not, as some 
imagine, a competition between all laborers, leading to a 
leveling of wages, but solely between laborers capable of 
performing the same kind of work. Besides, too, the differ- 
ence of dialects, local habits, love of home, the difficulty of 
moving, commonly reduce this competition to the same 
locality. In fine, the tendency to the leveling of wages can 
not be denied in the abstract, but in reality it is counter- 
balanced by so many different circumstances that in almost 
all countries the difference between the wages of one busi- 
ness and another and of one locality and another has in- 
creased. The theory of the wages fund seems therefore to 
be well grounded neither in principle nor in its applications. 

EMILE DE LAVELEY?F. 

Liége, Belgium. 
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SPANISH FINANCES. 


Once more Sefior Camacho has attempted to restore the 
finances of his country. In 1872 he utterly failed, because the 
Spanish Cortes was unwilling to accept his recommendations 
to cut down the expenditures and increase internal taxation. 
Since then, the material condition of Spain has improved, 
the Government is more stable, and the desire for putting 
the finances of the country on a sounder basis has grown 
stronger. The Spanish finance minister, therefore, has not a 
hopeless task before him, and though the reforms he seeks 
to accomplish will arouse a mighty opposition, yet there is 
a fair prospect, at least, that he will succeed. 

The first part of his scheme is likely to be adopted with- 
out much opposition. This is to fund a large mass of float- 
ing obligations which now press very heavily on the Treas- 
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ury. These amount to $ 357,500,000, and consist of the fol- 
lowing obligations : 


Two-per-cent bonds, redeemable at fifty per centum...... $ 145,000,000 
ey ID GRE TE III ooo oo cccevccccecvenctceen 170,000,000 
EE i nd dna tademededend sacnkeoeeanbebbenmtions 42, 500,000 


On this portion of ihe debt the present annual charge for 
interest and payment into the sinking fund is_ nearly 
$ 35,000,000. Sefior Camacho proposes—the Bank of Spain 
having agreed to the arrangement—to convert this entire debt 
into a four-per-cent. stock of the aggregate nominal amount 
of $ 360,000,000, to be issued at eighty-five. On this sum the 
annual charge will be less than $15,000,000, and when the 
operation is completed a yearly saving of about $20,000,000 
in interest and sinking fund will be effected. For the pay- 
meut of the reduced interest certain revenues are specially 
hypothecated to the bank. It is believed that the four-per- 
cent. bonds thus secured will be readily exchanged for the 
existing obligations. 

The $20,000,000 saved in this way must be expended in 
another. Out of this sum the finance minister is obliged 
to make an increased payment of a quarter per cent. to the 
holders of the consolidated debt after the first of January 
next. The present amount of this debt is as follows: 


ee I Oe BI oo hic vcnnsssvensceesnasanneedsun $ 825,000,000 
rr Cr, es ecernieeeaeenenneneeeee 635,000,000 
Ce SURE NY Qin oc 00.060 00005000 ckeeceeenes 270,000,000 





$ 1,730,000,000 


The annual interest charge on this sum is $ 20,600,000. 
To this indebtedness must be added $75,000,000 of religious 
corporation funds, which, however, bear no interest. In 
1882-83 the interest will be increased to $28,250,000, and 
thus about $7,500,000 of the $20,000,000 saved on the re- 
deemable debt will be absorbed. 

The remaining $12,500,000 will not cover the gap now 
existing between the revenue and expenditure. To fill it, 
Sefior Camacho proposes to increase taxation; but this re- 
commendation will be severely opposed. Spain could easily 
enough sustain a heavier burden of taxation, if it were prop- 
erly adjusted. At present, it is grievously unjust, but those 
who are most favored will not willingly consent to pay 
more, and unhappily they form a large and very powerful 
class. Five years ago forty-three per cent. of the territorial 
surface of Spain paid no.land tax whatever, and we do not know 
whether any more land has since been subjected to taxation. 
Many large estates pay only about one-half the sum they 
ought into the Treasury. In the levying of taxes also on 
industry and commerce grave abuses exist, which no ministry 
has dared to grapple and remove. 

Sefior Comacho, however, proposes not only to increase 
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taxation, but to equalize the burden, and to uproot the 
ancient abuses growing out of the levy and _ collection, of 
taxes. This task is truly a herculean one, but not impossi- 
ble of achievement. A new and better spirit is prevailing 
in the Cortes, and the necessity for financial reform is 
more generally acknowledged. Spain, at last, is awakening 
out of her long night of profound stupor, and is cultivating 
a spirit of National honor, which there is reason for hoping 
will grow sufficiently strong to redeem her pecuniary obliga- 
tions. Had the people consented to bear the burden of taxa- 
tion so well borne by their French neighbors, there never 
would have been any scaling of the public debts, nor fail- 
ure to pay interest or principal. 





WAR LOANS OF 1812. 


Gailatin saw the deepening war-cloud several years before 
it burst. Like a prudent statesman, he informed Congress 
what preparation ought to be made for so unwelcome an 
event. The accumulation of a war-fund and the renewal of 
the bank charter were suggested. So were additional taxes 
anc loans. The credit of the Government at that time was 
not impaired either at home or abroad, and he believed “that 
loans to a reasonable amount might be obtained on reason- 
able terms.’’ The banks, too, would be likely to loan “a 
considerable portion of their capital stock,” for if war 
occurred American commerce would shrink and no other 
avenue would be open for employing their resources. Their 
capital was supposed to be §$ 40,000,000. 

A year afterward Gallatin reiterated his opinion that 
“loans should be principally relied on in case of war.’ That 
opinion, he declared, had been corroborated by every subse- 
quent view which he had taken of the subject, as well as by 
the present situation of the country. The embargo had 
brought into the United States and kept there almost all 
the floating property of the nation. Whilst the depreciated 
value of domestic products increased the difficulty of raising 
a considerable revenue by internal taxes, at no former time 
had there been so much specie and unemployed capital in 
the country. The high price of public stocks, and, indeed, of 
all kinds of stocks, the reduction of the public debt, the 
unimpaired credit of the Government, and the large amount 
of existing bank stock in the United States, left no doubt of 
the practicability of obtaining the necessary loans on reason- 
able terms. 

The plan of finance proposed by Gallatin at the outset of 
the struggle was very simple. It was to raise a revenue 
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during each year of the war equal to the expense of the 
peace establishment, including interest on the remainder of 
the old debt, and also on future loans; and to defray the 
extraordinary expenses of the war from borrowed money. 

The first war loan was authorized in March, 1812, about 
three months before war was formally declared. The Presi- 
dent was authorized to borrow $11,000,000 at six per cent. 
interest, payable quarterly, and the principal within twelve 
years from the beginning of the following year. Stock was 
to be issued for the amount borrowed, and the public reve- 
nues were pledged for its payment. 

If war must come, surely it was the duty of the Gov- 
ernment to make adequate preparation. Yet, the opposition 
to Gallatin among the members of his own party in Con- 
gress was so strong, that they seemed more desirous of 
crushing him than of preparing: the nation for the contest 
with Great Britain. The day the loan bill was passed he 
wrote to Nicholson, his father-in-law: ‘We have not money 
enough to last till the first of January next, and General 
Smith [who was the Republican leader in the Senate 
opposed to Gallatin] is using every endeavor to run us 
aground by opposing everything, treasury notes, double 
duties, etc.” It may be asked, why did not the President 
select for Secretary of the Treasury another man, who could 
secure the co-operation of his party? The answer is, Gal- 
latin had occupied the position twelve years, and there 
was no other person so well qualified to discharge the 
duties of the office. To dispense with his services on the 
eve of war was a step which Madison never for a moment 
thought of taking. Not until Gallatin’s power was nearly 
gone could the President part with him, and even then with 
great reluctance. Madison knew his worth, and though fully 
comprehending the situation, retained him until Gallatin 
would remain no longer. 

Subscriptions were opened to the loan the first and second 
of May. The banks were invited to subscribe, and so were 
individuals. The former were permitted either to receive 
stock or to loan money by special contract. No limit was 
set to the amount of subscriptions tor any place, conse- 
quently the loan was kept open only two days, so that the 
general result might be ascertained, and a _ reduction, if 
necessary, be made. During that period $4,190,000 were 
subscribed by banks, and $1,928,900 by individuals. The 
last figure was larger than the aggregate of all the loans at 
six per cent. ever before obtained by the Government from 
individuals in the United States. Considering the price of 
stocks and various obstacles which at that time impeded 
subscriptions, the amount was quite as great as there was 
any reason for expecting within so short a period. The 
subscribers were required to pay one-eighth of the sum 
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subscribed at the time of subscribing, and a similar sum on 
the fifteenth day of each month until the whole was paid. 
In case any one failed to pay the later installments, the 
amount previously paid was forfeited to the Government. 

At the time Gallatin reported concerning the loan, he sug- 
gested the trial of another financial experiment—the issue 
of Treasury notes—from which ultimately flowed grave con- 
sequences to the country. More than two years before he 
had declared that these notes, bearing interest, and pay- 
able to order, one year after date, might be annually issued 
to a moderate amount, and be put in circulation, both 
through the medium of banks and in payment of supplies. 
They would be absorbed, he said, in paying for _ public 
lands and in discharging revenue bonds, and the redemption 
of the residue could be provided by loans. To issue them 
in such a way was to anticipate the revenue—a policy 
which Gallatin on a former occasion had quite severely criti- 
cised; but though liable to abuse, he affirmed that if 
kept within strict bounds, their issue might facilitate both 
the collection of the revenue and also the loans. He sug- 
gested that no more be issued than the balance of the loan 
not subscribed. He named five and two-fifths per cent. a 
year as the rate of interest, which was equal to one and 
one-half a cent. per day on a hundred dollar note; the time 
for payment one year from the date of issue; and to be 
receivable in payment of all taxes, duties, or debts to the 
United States. Receiving the recommendation favorably, 
Congress authorized the President to issue five millions in 
the manner suggested by Gallatin. They were transferable 
by delivery and assignment, and the Commissioners of the 
Sinking Fund were directed to reimburse them when due. 
They were also authorized to buy them like other evidences 
of the public debt at a price not exceeding par for the prin- 
cipal and interest due at the time of the purchase. Thus 
was launched a new financial experiment, the fruit of which 
ripened and fell in due season. 

When Gallatin communicated his next report to Congress 
near the close of the year, $7,415,200 of the loan had been 
subscribed in stock and in temporary loans, bearing six per 
cent. interest; the following sums—$1,350,000 were reim- 
bursable in 1813; $750,000 in 1814; $50,000 in 1815; and 
the amount of Treasury notes issued was $3,535,000. 

Early the next year he wrote a letter to the Committee 
of Ways and Means at their request concerning the need of 
increasing the revenue. One of the inquiries in their com- 
munication to him related to the terms on which loans 
amounting to at least ten millions annually could be 
obtained. To this question he replied that the terms could 
be ascertained only by experiment. The Government had 
never since its organization obtained considerable loans 
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within the United States at the rate of six per cent. a year 
except from the Bank of the United States, and these had 
not exceeded $7,000,000. Of course, in proportion to the 
amount wanted for the service of the year, and to the 
increase of stock of the public debt in market, must the 
terms become less favorable. Beside the sum _ required 
to defray the extraordinary expenses of the war, an 
annual loan, equal to the annual reimbursement of the six- 
per-cent. and deferred stock, prescribed by law, would be 
wanted. The loan for this sum would not create any addi- 
tion to the debt, but would, of course, increase the sum 
needed. Moreover, if the price of stocks sunk below par 
the Commissioners of the Sinking Fund were bound by the 
existing laws to apply the residue of the annual appropria- 
tion of $8,000,000 a year to the purchase of stock. That 
residue for the year 1812 amounted to $3,640,000, which the 
Secretary of the Treasury would. also be required to 
borrow. 

The military events of the year had been most disastrous, 
and humiliating to the American arms. Preparations for 
war had been made with singular slowness, an American 
army was surrounded and captured at Detroit, incompetence 
was displayed alike in the War Department and in the field, 
the fame of the navy was saved by the success of two or 
three frigates which had been built when the Federalists 
were in power, the construction of which was violently 
resisted by their political opponents. Jefferson’s gun-boats 
went to pieces, yet, notwithstanding these sickening disas- 
ters, Congress continued inactive. 

Early in October Gallatin wrote to the President that the 
Army and Navy estimates would require a loan of 
$21,000,000 for the year 1813, but he thought that such an 
amount was “unattainable.” Little or nothing could be 
expected from banks, because they had “already lent nearly 
to the full extent of their faculties.”’ All that could be 
obtained during the year from individual subscriptions had 
not exceeded §$ 3,200,000. 

The expenditures for the army and navy had been made 
with no economy or efficiency. Gallatin had labored indus- 
triously and hopelessly to diminish them. He told Jefferson 
there were but two practicable ways of doing this. One was 
to confine them to necessary objects, aud the other was 
to introduce a perfect system and suppress abuses in the 
necessary branches. “I have no doubt,” he adds, “that 
knowledge and talents would save several millions, and the 
necessary business be better done.” 

Following Gallatin’s recommendation, Congress authorized 
a loan of $16,000,000, containing several new features. The 
President was authorized to “sell the whole or any part of 
the certificates of stock issued for the sums to be _ bor- 
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rowed,” without any limitation whatever. This authority 
was, doubtless, conferred by Gallatin’s suggestion that, in 
order to facilitate the loan, it might “be eligible to leave 
some discretion with the Executive” in respect to the amount 
of stock to be issued. The Secretary of the Treasury was 
authorized to employ agents with the approval of the Presi- 
dent to obtain subscriptions, to whom one quarter of one 
per cent. was allowed on the amount sold. 

When Gallatin opened this loan the Treasury was nearly 
exhausted, “so nearly,” says Adams, “that on the first of 
April it was absolutely empty, and must have ceased to 
meet the requisitions of the War and Navy Departments. 
The Federalists were in high hope that the loan would 
fail and Government fall to pieces, and they made the most 
active efforts to force this result.” To tempt subscribers, they 
were offered an annuity of one dollar for thirteen years for 
every hundred dollars subscribed, but this bait was not tempt- 
ing enough to draw more than $3,956,400 into the Treasury. 
These subscriptions were made the rzth and 13th of March. 
The experiment was repeated from the 25th to the 31st of 
the same month and $1,881,800 were subscribed. When 
the second notification was given, proposals were invited for 
loaning to the Government the whole or any part of the 
loan which might remain unsubscribed the first day of 
April. The Secretary also stated that if the proposals differed 
all should be placed on the same footing, including those who 
had previously subscribed. The Government having thus 
placed itself at the feet of the money lenders, they were 
willing to propose terms for loaning the money needed ; 
indeed, proposals exceeded by $944,200 the amount which 
could be received, beside $1,000,000 subscribed too late by 
the State of Pennsylvania. The terms proposed by the lend- 
ers, in most instances, were either that they should receive a 
six-per-cent. stock, with interest payable quarterly, redeem- 
able at the pleasure of the Government after 1825, at the 
rate of eighty-eight per cent., or g1oo in stock for $88 in 
money; or that the lenders for every hundred dollars in 
money should receive $100 in the same species of six-per- 
cent. stock, and an annuity for thirteen years from the first 
of January, 1813, of one dollar and a-half payable quarterly. 
In two proposals, however, was inserted the condition that 
if a another loan for the service of the year 1813 was made 
under any other law offering different terms to lenders it 
might apply to them if they desired. The former proposal 
was accepted, which was equivalent to a premium of 
$13.63;4 for each hundred dollars loaned to the Government. 
David Parish and Stephen Girard subscribed for half the 
loan, and John Jacob Astor for $ 2,056,000. 

One reason why no better terms could be obtained was 
because Congress shrank from providing adequate revenues 
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to maintain the Government. Internal taxation was abso- 
lutely necessary, because the revenues from imports had 
heavily declined. Yet, manifest as was the need of taking 
the step, Congress hesitated. Jones, who was now acting as 
Secretary of the Treasury, Gallatin having been appointed 
one of the three Commissioners to negotiate peace, very 
frankly declared that “the terms of the loan would have 
been more favorable if the taxes had been previously laid.” 

Besides, the Federal party was opposed to the war, and 
very generally declined to loan money to the Government. 
Opposition was strongest in New England, because her inter- 
ests were so injuriously affected; and at no period did she 
furnish much pecuniary support. 

The nature of Gallatin’s contract with Girard and Parish 
was not publicly known at the time of making it, nor until 
the Secretary was far away from Washington. When its 
terms were first made known in the Senate, a furious out- 
cry arose. It could not be shown that Gallatin had exceeded 
his authority, and surely, if he could have obtained more 
favorable terms for the Government he would; that he was 
obliged to accept such hard conditions proved nothing 
against him, but they were a mournful proof of the pitiable 
plight of the Government at the very outbreak of its strug- 
gle with Great Britain. Gallatin’s object in hiding this infor- 
mation from the public eye was to prevent any immediate 
variation in the price of the stock. When all the facts sur- 
rounding the transaction appeared, the propriety of Gallatin’s 
conduct was no longer questioned. 

Five millions of Treasury notes were authorized for the 
year, though the money, thus borrowed or obtained, was to 
be regarded as a part of the sixteen-million loan. The 
Secretary was also authorized to appoint agents to sell them, 
who were to receive a commission of one-quarter of one per 
cent. 

As the expenditures greatly exceeded the estimates of the 
Secretary, it was seen before six months of the year had 
passed that another loan must be made. This was fixed at 
$7,500,000, but the act contained a stipulation that no cer- 
tificates of the stock should be sold at less than eighty- 
eight per cent. Proposals were invited, and the offers were 
Slightly better than those of the former loan, averaging 
$88.25 in money for onz hundred dollars in stock, which 
were equivalent to $13.3t4 on each hundred dollars loaned 


to the Government. 
ALBERT S. BOLLEs. 
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BANK SPECULATORS.—There is a feeling that as soon as a man becomes a 
speculator he should without delay be made to sever his connection with other 
people’s money intrusted to a bank, 
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REDEEMABLE BANK NOTES. 


Before exhibiting and commenting upon certain instances 
which have occurred in the history of this country, of a 
substantial correspondence in the time of happening between 
a rise of prices and an increase of bank-note circulation, 
and between a fall in prices and a diminution of bank-note 
circulation, it is proper to be said that these instances are 
referred to, merely to illustrate the subject, and not because 
the necessary tendency of prices to enlarge with an enlarg- 
ing volume of money, and to shrink with a shrinking vol- 
ume of money, can be made any more indisputable by 
examples. Of all the brilliant phrases of Lord Bolingbroke, 
none has been more quoted and admired than his say- 
ing that history is philosophy teaching by examples. Never- 
theless, its brilliancy is its only merit. There is no solid or 
useful wisdom in it. Political and economical philosophy 
rest upon a substantial foundation, when they rest upon the 
power of the human mind to comprehend the essential nature 
and connection of things. If these maxims are supported 
only by the examples of history, endless disputes arise as to 
what really are historical facts, and it rarely turns out that 
the recorded facts which may seem to overthrow any given 
maxim are not quite as numerous as those which establish 
it. While it is true, in respect both to the rules of states- 
manship and to the laws which govern the relation between 
money and prices, that all facts which are fully and exactly 
known and rightly reasoned upon, must always teach the 
same lesson, there is a constant danger of being misled by 
them, if any of the attending and qualifying circumstances 
are unknown, or overlooked. 

The rule that prices depend upon the volume of money, 
when stated correctly, is always with the qualification, that 
other things are equal. Or, in other words, the rule is, that 
if the money in use is of an elastic description, increasing 
prices have a tendency to absorb more of it and to cause 
more of it to exist, and also, that an increasing volume of 
money tends to raise prices. In both cases, however, these 
tendencies may be temporarily counteracted, in whole or in 
part, by other conditions. From the nature of the case, it 
must always take some time for the volume of money and 
the general range of prices to affect each other, and the length 
of time so taken varies with circumstances. When other 
causes, such as the condition of foreign markets or a 
general buoyancy of the public mind, predispose to an 
advance of prices, such an advance follows quickly upon 
new supplies of money. On the contrary, at periods of 
anxiety, depression and especially of panic, the utmost imme- 
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diate effect of enlarging the volume of money is to check 
the fall in prices. In these and other ways it happens, that 
the enlarging, or diminishing movements of money and 
prices, are never exactly simultaneous, and may often be 
separated by such intervals of time as to render it possible 
to controvert the existence of the relation of cause and 
effect between them. 

The currency discussions in England, which preceded the 
passage of the Bank Act of 1844, left as a legacy (/luctuosa 
hereditas) to students in such subjects, an enormous mass >of 
books, pamphlets and speeches, in which the main point of 
debate was the connection, affirmed on one ‘side and denied 
on the other, between fluctuations in the note issues of 
British banks and fluctuations in British prices. As a ques- 
tion merely of fact, those who denied such a connection 
were always able to place their denial upon plausible grounds, 
from the lack of exact simultaneousness between the increase 
or decrease of bank notes and the rise and fall of prices, 
and by maintaining in respect to every movement of prices, 
that it was wholly the result of other influences than that of 
a change in the volume of bank notes, as doubtless it always 
really was in part. The most conspicuous of the writers on 
that side was Tooke, whose work on prices is still much read 
and quoted. The admirable vigor of his constitution enabled 
him to keep up a mischievous activity until an octogenarian 
age, and he was never at a loss for facts and figures tending 
to show that every given fluctuation in prices might be 
accounted for without reference to fluctuations in the bank- 
note currencv. Tooke and the men of his school were 
beaten at last, not so much by what Bolingbroke called 
“examples,” as by the logic of the case, which was invincibly 
against them from the first. Mankind, so long as they pos- 
sess the capacity to reason, can never be made to doubt that 
the value of money must permanently depend upon the play 
of the forces of demand and supply, and that the demand 
being assumed to be the same, it will be more valuable 
when there is less of it, and less valuable when there is more 
of it. 

In the case of England, where no bank notes below five 
pounds, or twenty-five dollars, are in use, the currency is 
largely metallic, so that the changes in the volume of bank 
notes which occurred prior to the Bank Act of 1844, affected 
the total volume of money, which influences prices, much 
less than the changes in the volume of bank notes have 
affected the total volume of money in this country, where 
such notes constituted, prior to the Civil War, nearly the 
whole money in circulation. 

Lord Overstone (Thoughts on the separation of the departments 
of the Bank of England, 1840) says: 


Contraction of circulation acts—first upon the rate of interest, 
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then upon the price of securities, then upon the market for shares— 
at a later period upon the tendency to enter into speculation in 
commodities—and lastly, upon prices generally. These effects may 
be retarded or accelerated by other circumstances; possibly they 
may not occur precisely in the manner here stated; but this is 
something like the order of succession in which the effects of con- 
traction are gradually developed. 

The case is similar, when the action is in the opposite direc- 
tion; that is, when the circulation is increasing. 

Interest is first affected; speculation in commodities and prices 
are the last to be affected. 


The order of time in which the consequences of a con- 
traction of the currency develop themselves under ordinary 
circumstances, is probably such as Lord Overstone states it to 
be. But if he intended to suggest that there is any such 
connection between high current rates of interest and low 
prices of commodities, as there is between high current rates 
of interest and low prices of interest-bearing bonds and 
shares, he is quite mistaken. The market value of a secu- 
rity, paying a fixed rate of income, depends directly upon 
the prevailing rate of interest. Such a security goes up as 
interest falls, and goes down as interest rises. Between the 
current rate of interest and the prices of commodities there 
is no direct and necessary relation. It is true that in the 
first stages of a contraction of the currency, the two things, 
a rise in interest and a fail in the prices of commodities, 
co-exist. But in the last stages of a contraction of the cur- 
rency, while the prices of commodities will have fallen still 
lower, interest will not only have lost the rise which it 
experienced in the first stages of the contraction, but will 
have reached an extreme and abnormal degree of depression. 
All experience shows that that this is the final effect of a 
contraction. It must be so, because a long-continued shrink- 
ing of the volume of money discourages productive enter- 
prise by steadily shrinking prices. At the end of sucha 
movement of money, we find co-existing, not low prices of 
commodities and low prices of securities yielding a fixed 
income, but low prices of commodities and high prices of 
such securities. 

In fact, one of the causes of the increasing rates of inter- 
est at the beginning of a contraction of money, is the effort 
of the holders of property of all kinds to stave off the 
necessity of sales, by the use of their credit. As men are 
apt to believe what they desire, the majority of them sup- 
pose in such cases that the markets will soon rally, and that 
their interest lies, rather in borrowing money to enable them 
to hold their property, than in accepting the prices cur- 
rently obtainable for it. 

In the Report (1877) of the United States Monetary Com- 
mission, pages 37 and 38, the following observations are 


made: 
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The mistake is often made, that prices are not controlled by 
the volume of money, because they have neither risen nor fallen 
concurrently with, nor in exact proportion to, the increase or 
decrease of such volume. . . . The entire property interests of a 
country are united in maintaining, and if possible, in advancing, the 
price of property, and in resisting to the uttermost any decline. A 
temporary maintainance of nominal prices, even in the presence of 
a shrinking volume cf money, is especially practicable with imper- 
ishable property like real estate. When money begins to become 
scarce, by reason of a shrinkage in its volume, the first effect upon 
real estate is found to be, not a decline of its nominal price, but a 
diminution in the number of transactions. Market reports quote 
real estate “dull; few sales, but prices firm.’ . . . Nominal prices 
are unnaturally held up for a short period by the tenacity of own- 
ers who refuse to sell at lower figures. 


Among common, popular sayings, in respect to the effects 
of a contraction of money, one is, that labor is the first 
thing to fall and the last to rise, and the other is, that real 
estate is the last thing, either to fall or rise. The observa- 
tions of the United States Monetary Commission show why 
it is, that labor yields first, and real estate last, to the 
depressing influence upon prices of a contraction of money. 
Real estate, more readily than anything else, can be kept 
out of the market by resorts to credit. The labor of the 
persons, too numerous in all countries, who possess nothing 
but their capacity to work, is forced upon the market by 
the daily necessity for food, raiment and shelter, with more 
precipitancy than the most perishable commodity. As to 
which is the last thing to rise, whether labor or real estate, 
popular ideas seem to be discordant and contradictory. But 
it is at any rate plain, that labor cannot be the first thing 
to rise. An improvement of wages must be preceded by 
such an improvement of the prices of commodities as will 
revive productive enterprises and thereby augment the 
demand for labor. 

At the end of the annual special report for the United 
States Treasury Department for 1863, upon the condition of 
the State banks, will be found a tabular statement of their 
circulation, deposits and specie, on, or as near as _ possible 
to, the first day of January in each year from 1834 to 1863, 
both inclusive. The statement illustrates the enormous range 
of the fluctuations in the volume of a redeemable bank- 
note currency, which was restrained within no legally fixed 
aggregate limits, and which was therefore always main- 
tained at the maximum possible to be kept in circulation. 
This maximum, being determined by the current range of 
prices and by the conditions and demands of trade, was 
an increasing amount when prices were rising and business 
was active, and a diminishing amount when prices were 
falling and business was depressed. In that way, the bank- 
note currency increased precisely when an increase was injuri- 
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ous, and diminished when a diminution was injurious, and 
thus aggravated and intensified whatever happened to be the 
fluctuation of prices at any given time. 

The Treasury report referred to gives for each year the 
computed population of the United States, and the fer capita 
amount of the aggregate deposits and circulation of the 
banks, but not the per capita amount of the bank circulation 
by itself, which is, however, the most material of all the cir- 
cumstances in the case. I have therefore made the cal- 
culation of this last amount in the following table, which 
is in other respects transcribed from the Treasury report: 


Deposits and Circula- 
ctrculation 


On or near 
January i. 
1834 
1835 
1836 
1837 
1838 
1839 
1840 
1841 
1842 
1843 
1844 
1845 
1846 
1847 
1848 
1849 
1850 
1851 
1852 
1853 
1854 
1855 
1856 
1857 
1858 
1859 
1860 
1861 


Circulation. 
$94,840,000 
103,692,000 
140, 301,000 
149, 186,000 
116,139,000 
135,171,000 
107,000,Cc0Oo 
307,290,000 
83, 734,000 
58,504,000 


105,552,000 
105,500,000 
128, 506,000 
114,740,000 
131,367,0C0 
155,165,000 


146,072,000 
204,689,000 
187,000,000 
195,747,000 
214,779,000 
155,208,000 
193,307,000 
207,102,000 
202,005,000 


Deposits. 

$ 75,067,000 
83,081,000 
115,104,000 
127,397,000 
84,691,000 
9gO,240,000 
75,096,000 
64,890,000 
62,408,000 
56, 168,000 
84,550,000 
88,021,CccO 
96,913,000 
91,812,000 
103,227,000 
QI, 182,000 
109,586,000 
128,957,000 


145,553,000 
188, 188,000 
190,400,600 
212,706,000 
230,351,000 
185,932,000 
259, 508,000 
253,802,090 
257,229,000 


Specie. 


$ 43,937,000 
40,019,000 
37,915,000 
35,184,000 
45,132,000 
33, 105,000 
34,813,000 
28,440,000 
33,000,000 
49,898,000 
44, 241 yOO0O 
42,012,000 
35,132,000 
46,300,000 
43,020,000 
45,380,000 
48,670,000 


47,338,000 


87,074,000 


per capita, 


- $11.83 
» 8@.6n 
16.77 
17.66 
12.46 
13-59 
10.70 
9-79 
8.07 
6.15 
8.30 
8.96 
9.90 
9-35 
10.65 
9-17 
10.39 
11.87 
13.31 
13.66 
14.97 
13.95 
14.66 
15.52 
11.56 
14.91 
14.66 
14.13 


tion per 

capita. 

$ 6.58 
7.00 
9.15 
9.52 
7.21 
8.15 
6.26 
6.10 
4.62 
3-14 
3-91 
4.52 
5.11 
5.00 
5-90 
5.11 
5.66 
6.48 


5.71 
7.80 
6.92 
7-93 
7.48 
5.26 
6.37 
6.59 
6.21 


For some unexplained reason, the only return for the 
year 1852, given in the treasury report, is the amount fer 
capita of the aggregate deposits and circulation. 

In none of the twenty-eight years covered by the above 
tables was the bank circulation enlarged, either in any 
important degree or for any considerable length of time, by 
suspensions of specie payments. The suspension of the New 
York banks on the tenth of May, 1837, was followed at once 
by that of all the banks in the country, but as it was the 
policy of the New York banks to resume within a year, as 
they in fact did, they proceeded at once to contract their 
loans and issues rather than to expand them, so that the 
ordinary consequences of a general bank suspension were 
not experienced in that instance. There was another sus- 
pension, October, 1839, led by Biddle’s insolvent United States 
Bank, then operating under a State charter, which tempo- 
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rarily involved all the banks in Pennsylvania, and south and 
west of it, but there was no important resulting expansion of 
paper circulation, inasmuch as the New York and New 
England banks adhered to specie redemption. In 1857 there 
was another suspension, originating in New York, and there- 
fore necessarily general, but it lasted for only a few weeks, 
and, like the suspension of 1837, was followed rather by a 
contraction than an expansion of paper issues. 

In respect to the above tables of bank circulation from 
1834 to 1881, the following observations are submitted to the 
consideration of the reader: 

1. According to the view of most American authorities, 
there is no difference in real effect upon the volume of cur- 
rency, between deposits in banks and their note issues; the 
one being a demand debit against them inscribed upon their 
books, and the other being a demand debit against them 
evidenced by their notes, and the deposits being claimed 
to be as available as currently-accepted moneys as the notes 
are. This view is, however, most commonly, and ought 
always to be, presented, subject to the exception of that part, 
[never inconsiderable] of the deposits in banks, which the 
depositors are practically restrained from using, whatever 
their strictly-legal rights may be. The larger part of 
deposits in banks result from the discounts they make, and 
as banks have the choice of the customers whose paper they 
will discount, they naturally discount more freely to those 
who will agree, either expressly or tacitly, to leave in per- 
manent deposit the greatest proportion of the proceeds of 
the discounted paper. [See note.] English authorities are 
not so well agreed as American authorities are in treating 
bank deposits, actually as well as legally, subject to demand 
calls, as having the same effect on currency as bank notes. 
In respect to the points which I now propose to discuss, it 
is not important to determine what theoretical view upon 
that subject is the right one. In point of fact, the fluctua- 
tions in the fer capita amount of the aggregate of the depos- 
its and circulation of banks, issuing notes without legal 
limit, always correspond very closely, althovgh not ex- 
actly, with the fluctuations in the per capita amount of their 
circulation. They did so during the twenty-eight years 
covered by the tables just given. They must commonly do 
so, from the nature of the case. The greater the abundance 


Note.—The late Amasa Walker was a practical banker, as well as writer upon financial 
subjects. He says ( Science of Wealth, Part 2, Chapter 5): 

‘““The customer may get his own notes, or the notes of others, discounted at the bank, and 
- amount is passed to his credit; and this last is the origin of the greater part of all 
eposits. 

| or compulsory deposits, made by business men wishing for bank accommoda- 
tions, in order to secure larger loans, are not used at all by those who make them. They 
are made with the tacit understanding that they are to remain in the bank, and not be 
drawn upon. They are made to secure favors from the bank, and in order to show a ‘good 
account. Banks are conducted wholly with reference to profit, and the most profitable 
accounts will secure the most liberal discounts.’’ 
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of money, the larger the deposits of it in banks must tend 
to be. 

2. During the twenty-eight years from 1834 to 1861, prices 
of commodities rose or fell as the fer capita circulation of 
bank notes was expanded or contracted. When these note 
expansions and contractions were great and sudden, the fluc- 
tuations in the commercial markets had a very wide range, 
at one time inciting intense speculative activities, and at 
another time bankrupting or impoverishing everybody 
engaged in agricultural and industrial enterprises, and 
everybody, whether engaged in industrial enterprises or not, 
who became involved in time contracts to pay money. 
Passing over, for the present, the questions whether these 
expansions and contractions o1 the fer capita volume of bank 
notes were the cause or the consequence, or in some pro- 
portion both the cause and consequence, of a rise and fall 
of the prices of commodities, it is easy to show that the 
two things were, as a matter of fact, substantially simul- 
taneous. 

The most extreme fluctuation in the fer capita volume of 
bank notes during the twenty-eight years was between the 
expansion known as that of 1835-6, and indicated in the 
tables given above by the figures of the circulation on the 
first of January in the years 1836 and 1837, and the con- 
traction which reached its lowest point six and seven years 
later, and which is indicated by the figures of the circula- 
tion on the first of January in the years 1843 and 1844. It 
is, without doubt, greater than any fluctuation which ever 
occurred at any period, or in any country, in the voiume of 
bank notes both legally and actually redeemable in coin. 
The circulation, which in the two years of the greatest 
expansion averaged $9.34 per capita, fell in the two years 
of the greatest contraction to an average of $3.53 jer 
capita. Comparing the single year of the greatest expansion 
with the single year of the greatest contraction, there was 
a fall in the circulation fer capita from $9.52 to $3.14, oF 
slightly more than two-thirds. And it must not be forgotten 
that at those dates there was very little coin outside of 
bank vaults, and that this shrinkage of two-thirds in the 
volume of bank notes indicated very nearly as great a 
shrinkage in the total volume of money in the country. 

In respect to prices in the New York market from 1834 to 
1859, they were, with brief and unimportant exceptions, 
what are called specie prices. Of the two suspensions by 
the New York banks during that period, the first one, occur- 
ring May tro, 1837, lasted only a year, and the banks, as 
already noticed, commenced at once to contract their dis- 
counts, so as to keep their currency close to specie, prepara- 
tory to resumption at the end of the year. The suspension 
of 1857 was an affair of weeks, and attended with no depre- 
ciation of currency relatively to the metals. 
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In the Treasury report of 1863 tables are given of the 
average wholesale prices in the New York market of ten 
articles (coffee, leather, molasses, mess pork, cheese, rice, 
salt, sugar, tobacco, and wool), from 1834 to 1859, both 
inclusive. In the following table [ have given, in connec- 
tion with the figures of the average prices for each year, the 
circulation jer capita on the first day of January of the 
same year: | See note.| 


Circulation Circulation 
Average per capita Average per capita 
Year. of prices. January t. Year. of prices. Fanuary i. 
1834.. $ 19.1334 .. $6.58 se 1847.. $20.82 eo 5.00 
1835.. 22.8134 on 7.00 er 1848.. 16.531¢ os 5.90 
1836.. 29.46% 9.15 ietnite 1849.. ,16.45 ee 5.11 
1837.. 28.40% 9.52 oem 1850.. 16.20% - 5.66 
1838.. 28.3534 7.21 owen is51.. 19.42% es 6.48 
1839.. 22.21% 8.15 enue 1852.. 21.42% .. No returns. 
1846.. 20.73% 6.26 nen 1853.. 22.4734 ei 5.71 
IS4I.. 17.9334 6.10 amen 1854.. 20.84 - 7.80 
1842.. 13.80% 4.62 onne 1855.. 22.7834 és 6.92 
1843.. 14.82% 3-14 wena 1856.. 25.07% - 7.03 
1844.. 14.6514 3.91 nated 1857.. 25.13% in 7.48 
1845.. 18.56% a 4.52 main 1858.. 21.92 wn 5.26 
1846.. 16.69 “ 5.11 ones 1859.. 22.11% - 6.37 


The average price of ten articles, as given above from the 
Treasury Report of 1863, indicates a fall from $28.40% in 
1837 to an average of $14.36 during the three years 1842, 
1843 and 1844, and fixes 1842 as the year when the abso- 
lutely lowest point ($13.80% ) was reached. 

In the New York Public of May 18, 1876, there is a state- 
ment of the average wholesale prices in New York of certain 
leading articles, which makes a fall from May 1, 1837, to 
May 1, 1843, from 126 to 78, or 38.10 per cent. The Pudjic 
of a later date (June 27, 1878) gives figures showing that 
the same quantities of twenty important articles could have 
been bought at wholesale in New York for $1,952 on the 
ist of May, 1837, and for $1,206 on the rst of May, 1843, 
which makes a fall of 38.22 per cent., instead of the fall 
of about fifty per cent. which is deducible from the figures 
of the Treasury Report of 1863. The Pwd/1c, which has from 
time to time enlarged and revised its tables, has always 


Notre.—tThe averages of prices, as given from the Treasury Report of 1863, are obtained 
in the way which, until recently. has been most usual with statisticians. The prices of 
articles, following the units of quantity by which they are commonly sold, as tons, pounds, 
yards, bushels, etc., are added up for the different years to be compared, and the results 
are divided by the number of the articles. ‘lhe effect of that method is to give to each 
article an equal influence in determining fluctuations in prices, whereas there is a great dif- 
ference in the aggregate values of the articles produced or dealt in in different countries. 
It gives an equal influence, for example, to a fluctuation in the price per pound of bees- 
wax, as to a fluctuation in the price per pound of cotton. In 1876, Mr. Grosvenor, an in- 
genious American financial writer, and for several years past editor of the New York Pxuddic, 
introduced the principle of deducing the average of prices, not from the prices of quan- 
tities of articles corresponding with the units of measure or weight by which they are 
commonly sold, but from the prices of quantities ** weasurably proportioned,’’ to quote his 
own words, ‘‘#o the quantities of each produced or purchased annually in this country.’’ 
Mr, Grosvenor’s principle has been much commended in Europe and in this country 
by persons skilled in such matters, and it is regarded as an important contribution towards 
accuracy in comparing prices at different periods. I shall have occasion to refer often to 
the New York /xélic’s comparisons of prices at different times, which I regard as the 
best within reach, not merely from the improved principle upon which they are con- 
structed, but from the wide range in the number of articles compared. 
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found that the lowest depression was in 1843, and not in 
1842. | See note.] 

In respect to the years subsequent to 1843, the figures 
based upon the prices of ten articles, already quoted from 
the Treasury Report of 1863, show a_ gradual _ recovery 
which culminated in 1856 and 1857, and was followed by 
another depression in 1858. Of this recovery, one of the 
causes, coming into operation after 1849, was manifestly the 
new gold from California and Australia, but the recovery was 
accompanied, at any rate, by a gradual enlargement of the 
per capita circulation of bank notes, which averaged $7.31 
during the four years 1854-5-6-7, as compared with an aver- 
age of $3.56 during the three years 1842-3-4. So also, the 
depression of prices in 1858 as compared with 1857, which 
was from $25.13% to $21.92, according to the figures of 
the Treasury Report of 1863, was accompanied by a shrink- 
age of the fer capita circulation of bank notes from $7.48 
to $5.26. 

The statement that average prices in New York during 
1858 fell, as compared with average prices in 1857, in the 
proportion of $25.13% to $21.92, gives an inadequate view 
of the fall in prices which attended the revulsion of 1857, as 
there was a large fall during the year 1857. On pages 1oo 
to 102 of the American Almanac for 1880, will be found a 
table showing that the highest and lowest prices of twenty- 
five articles in the New York market during the year 1857, 
differ in the proportion of $201.28 to $154.43, which 
roughly indicates the fall during that year, although doubt- 
less somewhat exaggerating it. 

The average wholesale prices, for four successive periods 
of six years each, of ten other articles in the New York 
market (corn, anthracite coal, Liverpool coal, salted fish, 
pig lead, sperm oil, tallow, mess beef, lard and clover seed ), 
taken from the Treasury Report of 1863, in connection with 
the average fer capita circulation of the banks on the first 
day of January during the same four periods, confirm in a 
general way the conclusions to be drawn from the preced- 
ing table in which prices and bank circulation are given 
for each separate year: 


Average Circulation 
Periods of six years. prices. per capita. 
From 1834 to 1839, both inclusive. $ 72.51 oeee $ 7.94 
From 1840 to 1845, both inclusive. 52.97 eee 4.76 
From 1846 to 1851, Doth :nclusive. 54.08 seen 5.57 
From 1852 to 1857, both inclusive, 69.77 ne 6.99 
OBSERVER. 


Note.—From the Pudlic of May 18, 1876: 1843 was the year of the lowest prices during 
the past half century. 

From the Puddic of January 1, 1880: November 1, 1878, was low-water mark for the last 
halt of the century in respect to prices, as April 1, 1843, was for the first half. The decline 
which had commenced before the panic, (in May ) 1837, culminated early in 1843. Nor were 
the prices of 1878 at any time so low, on the whole, as those of 1843. The decline at that 
period was in a less degree checked by active foreign trade, and {the prostration of domestic 
industry was more severe than it has been at any time since, 
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HISTORY OF BANKS AND BANKING. 


The Hon. John Jay Knox, Comptroller of the Currency, delivered 
during last month a course of three lectures on finance before the 
students of Johns Hopkins University, Baltimore, In the first lecture, 
which was given on November toth, Mr. Knox commenced by 
defining the character of the business and functions of a bank, and 
presenting the magnitude and importance of the banking business in 
this country; after which he announced that his three lectures would 
consist of a brief review of banking as it has existed in this coun- 
try since its organization, and would include: first, colonial banking 
previous to the adoption of the Constitution; second, the subse- 
quent systems of banking authorized by the laws of the United 
States and of separate States; and third, the National banking sys- 
tem, including some of the characteristics of modern banking. The 
lecturer then gave a brief sketch of the issue of paper money, 
first made by the colonies in 1690, and subsequently, and of a pro- 
ject by John Coleman and others of a land bank, which was mod- 
eled from a plan proposed and favorably reported by a committee 
to the House of Commons in England a few years before. A 
graphic description was given from Macaulay of this project, which 
was finally defeated by the united force of demonstration and deris- 
ion, which produced an effect even 6n the most ignorant rustic 
of the House. The land-bank project at Boston was not so easily 
defeated, It was organized in 1740, and among those who favored 
it was the father of John Adams. Each stockholder gave to the 
directors a title to landed estates, and received its equivalent in 
bank bills. Circulating notes equal to $750,000 were issued, and five 
per cent. of the capital was to be paid annually in the notes issued 
or articles manufactured. The “ manufactures” consisted, among 
other things, of hemp, cordage, beeswax, tallow, and cordwood. 
The mortgage securities of these banks were insufficient to realize 
enough to pay the debts, and twenty-eight years after its organiza- 
tion, and many years after its failure, creditors were still clamoring 
for their just dues from those few stockholders who were solvent. 
Other like incidents of colonial banking were given. A brief sketch 
of the Bank of North America, organized in Philadelphia in 1782, 
was then given, and among the incidents mentioned was a letter 
from Alexander Hamilton to Otho H. Williams, Collector of Cus- 
toms in Baltimore, in the year 1779, instructing him to receive the 
notes of that bank and of the Bank of New York, which were 
payable on or before thirty days from date, in payment of duties, 
as equivalent to gold and silver. It was the moneys received from 
these two banks, which are still doing a substantial and prosperous 
business as National banks, that paid the first installment of salary 
due President Washington and the Senators and Representatives 
and officers of Congress during the first session under the Consti- 
tution, which began at the city of New York, March 4, 1779. 

A brief sketch was then given of the Bank of the United States, 
organized in 1771, and of the efforts made to renew its charter at 
its expiration in 1811. A bill for its renewal was lost in the Senate 
by a tie vote, and in the House by a minority of one vote. The 
war of 1812 was carried on by the issuing of Treasury notes, which 
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were at a discount, and by the notes of State banks, that were 
issued in large amounts, bringing on a monetary crisis, which 
finally revolutionized the opinion of Congress to such an extent 
that a bill for the renewal of the charter was passed by Congress, 
which was vetoed by President Madison in January, 1815. 

In the second lecture on the evening of November 15th, the lec- 
turer, after sketching the plan and powers of the second Bank of 
the United States, which went into operation in 1816, gave an in- 
teresting description of the bank at the beginning of the adminis- 
tration of General Jackson, with its capital of thirty-five millions, 
its loans, circulation, and deposits, being in amount about one-fifth 
of the whole amount held and issued. by all the banks in the coun- 
try at that time. It had its marble palace in Philadelphia and 
twenty-five branches in the principal cities. Its employees were five 
hundred in number—all men of standing and influence, and all lib- 
erally salaried. Its shareholders resided in every State and in 
nearly every county of the Union. Its bank notes were received at 
par everywhere at home, and in London, Paris and other principal 
monetary centers abroad. Its stock was frequently at a premium of 
forty per cent., and it received and disbursed all the revenue of 
the country. It was not considered a political or partisan institu- 
tion, and in the Presidential campaign of 1824 and 1828 it was not 
so much as mentioned. It was a great surprise, therefore, when 
General Jackson, nine years before the charter expired, presented to 
Congress constitutional objections to its recharter. His objections 
were believed to have originated from partisan motives and a desire 
that his friends should control the patronage and management of 
the bank, and a quotation from the speech of Calhoun and from 
other authors was given in corroboration of this view. 

A sketch was given of the bitter party contests, which continued 
for many years, upon the subject of the removal of the deposits, 
and subsequently a graphic sketch was presented of the action of 
Senator Benton, of Missouri, during the proceedings of the Senate 
in expunging from its records the resolution of censure of General 
Jackson, which was adopted immediately after the order was given 
to deposit no more of the public moneys in the Bank of the 
United States. Following the removal of the deposits the banks 
expanded their issues and increased their loans beyond all precedent, 
consequent upon the deposit of public moneys with so many corpora- 
tions. To the transfer of the public funds to private institutions, in a 
large measure, was due the inflation of 1835 and 1836 and the crisis 
of 1837, and the business depression which continued for five years 
thereafter. The Bank of the United States suspended with other 
State banks, and having failed in obtaining a new charter from Con- 
gress, obtained one from the State of Pennsylvania just previous to 
the expiration of the former. Colonel Benton, ascribing every cir- 
cumstance of its enactment to corruption, bribery in the members 
who passed the act, and an attempt to bribe the people by dis- 
tributing the bonus among them. The circumstances attending the 
attempt to obtain a recharter of the bank under the Harrison ad- 
ministration and the veto of President Tyler in 1841 were then 
described. The passage of the Sub-Treasury Act and its repeal and 
subsequent passage in 1846 were referred to as the final result of 
this most bitter and pertinacious political controversy, which con- 
tinued for eight years, from 1833 to 184I. 

A rapid sketch was then given of the Suffolk system in New 
England and the charter safety fund and free-banking systems in 
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New York and other similar systems, which were organized in Ohio, 
Indiana and Illinois and other Southern and Western States. The 
lecturer closed with a general review of the different State systems 
in operation at the time of the passage of the National Bank Act 
in 1863. The grouping of all the leading events connected with 
banking in the United States from 1816 to 1863—a period of forty- 
seven years—required great condensation, but the subject was pre- 
sented in a clear and concise manner, and held the attention of the 
audience closely for more than an hour. 

At the opening of the concluding lecture a brief sketch was given 
of the passage in 1694 of the bill establishing the Bank of England. 
The bill purported only to impose a new duty on tonnage for the 
benefit of such persons as should advance money for carrying on 
the French war. In order to induce capitalists to advance the 
money promptly, on terms so favorable to the public as eight per 
cent., the subscribers were to be incorporated under the name of 
the Governor and Company of the Bank of England. The bill was 
bitterly opposed. Some discontented Tories predicted ruin to the 
monarchy; the Whigs, on the other hand, predicted ruin to their 
liberties. They said: ‘“ The whole wealth of the Nation will be in 
the hands of the tonnage bank,’’—such was the nick-name then in 
use—“and the tonnage bank will be in the hands of the sovereign.”’ 
In the House of Lords it was suspected that the plan of a National 
bank had been devised for the purpose of exalting the moneyed 
interest at the expense of the landed interest. The whole scheme, 
it was asserted, was intended to enrich usurers at the expense of 
the nobility and gentry. The answer to all objections was, that it 
was absolutely necessary to find some new method of defraying the 
charges of the war with France. The bill was passed, and the 
whole amount of its capital (1,200,000 pounds) was paid into the 
exchequer before the first installment was due. The organization of 
the Bank of England, therefore, grew out of the necessities of the 
Government. 

Each of the banks of the United States, as we have seen, were 
authorized to receive three-fourths of its capital in the public funds, 
and one-fifth of the capital was subscribed by the Government, 
payable in its bonds. At the time of the organization of each of 
these banks the Government was in need of money. So also when 
the proposition was first made for the establishment of the National 
banking system, the Government was engaged in a great war, and it 
is not probable that any such system, overthrowing as it did so 
many other systems, organized under the authority of sovereign 
States, would have been authorized by Congress under other cir- 
cumstances. A magazine writer in Philadelphia, in 1815, first pro- 
posed that the public funds should serve, in the absence of specie, 
as the basis of the paper currency, and a plan similar to the 
present system was proposed by Albert Gallatin in 1831. In 1844 
notes of the value of fourteen millions pounds sterling were 
authorized to be issued by the Bank of England on Government 
securities, additional issues to vary with the amount of coin or 
bullion on deposit. The free-banking system of New York was 
authorized six years previous to this latter date, and was the first 
system which required securities to be deposited for bank issues. 
The National banking system was proposed in 1861, and encountered 
earnest opposition. Secretary Chase said, in a letter to a friend 
about that date, the majority of both the House and Senate Finance 
Committees was incredulous or hostile. 
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Senator Collamar, of Vermont, and Senator Harris, of New York, 
made earnest speeches in opposition to the bill. Three senators 
only from the Middle States voted in its favor, and some of the 
most eminent of the Republicans from the New England and 
Middle States in the House, who are now members of the Senate, 
voted against it. 

In 1861 the number of the State banks had increased to 1601, 
with a nominal capital of 429 millions, and more than 1Io0,0co dif- 
ferent kinds of notes were in circulation, issued by the authority of 
thirty-four different States, under more than forty different statutes. 
The right to issue circulating notes had obtained a firm foothold, 
and nothing but a great war could have brought about a revolution 
in this respect; but circumstances favored the substitution of the 
new issues in place of the old, seventy-six millions of the issue of 
the Western and Southern banks having become discredited. 

Charters of the State banks of Ohio and Indiana and of other 
banks were about to expire, so that fully one-half of the bank 
issues of the country were either discredited or depended upon 
legislation for a continuance. 

The effect of the passage of the National Bank Act was to create 
a demand for the six-per-cent. bonds, which soon advanced from 
a discount of seven percent. to a premium in the market. In 1865 
there were more than 1275 millions of temporary obligations of the 
Government outstanding, 830 millions of which were bearing interest 
at 7.30 per cent. The banks soon thereafter held 440 millions of 
United States bonds, and the system was of immense service in 
funding the floating debt. 

It is frequently stated that the National banking system is only 
an extension of the New York free-banking system, but no such 
statement would be made by any one who was familiar with both 
banking laws. The New York law required the bank note to be 
secured, but its notes were redeemed at a discount at any one of 
three places. It required publication of statements, and made stock- 
holders personally liable. These were all of its principal restrictions, 
but the National Bank Act, while it gives the right to issue circu- 
lating notes, also contains other and numerous and burdensome 
restrictions, many of which were enumerated by the lecturer. 
Similar restrictions had been previously frequently proposed by 
different State legislatures. but it was impossible for the legis- 
latures of forty different States to unite upon any judicious system 
of banking. This could only be accomplished by one homogeneous 
system under the authority of Congress, which recognizes no State 
lines, but whose legislation includes corporations in all the States 
and Territories. 

The organization of banks without capital was one of the great 
abuses of previous bank systems. The Bank Act carefully guards 
against such an abuse. The ratio of capital to liabilities of 3417 
banks in the United Kingdom in 1878, including the Bank of 
England, was sixteen per cent., and the ratio of capital and surplus 
to liabilities was twenty-three per cent., while the corresponding 
ratios of the National banks were forty and fifty-four per cent.; the 
ratios of the latter banks being in each instance more than double 
those of Great Britain. The National system differs from most 
other systems in imposing an individual liability upon the share- 
holders. The Supreme Court has held in effect that the limit of 
the shareholder's liability is the par value of his stock, but that 
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the insolvency of one stockholder does not in any way affect the 
liability of another. 

The National banking system is the only one that has ever re- 
quired par redemption of the circulating note, both at the counter 
of the bank and at one common centre. 

Under the head of the convertibility of the circulating note, the 
lecturer gave a brief history of the introduction and first use of 
bank notes and bills of exchange, after which he gave the result of 
returns just received from ail of the National banks—2132 in num- 
ii ber, showing the amount of coin, paper money and checks and 
drafts received on September 17th last, and the proportion of each. 
The percentage of checks and drafts in New York City was 98.8 
per cent., and of coin and currency only a little more than one per 
cent. The proportion of checks used by all of the banks in the 
United States was ninety-four per cent., and coin and currency six 
per cent. These returns show, among other things, how absurd is 
the theory that has been so often advanced that the amount of 
money needed in any country should be in proportion to its popula- 
tion. 

Reference was made to publicity as being one of the leading 
characteristics of modern banking, and it was stated that the fre- 
quent publication of details upon this and other economic subjects 
had improved and amplified the methods of instruction upon these 
subjects in the larger schools and universities. The lecturer also 
referred to the frequent failures of State banks and private banks in 
comparison with the losses which have arisen in the National bank- 
ing system, and also compared the expense of receiverships under 
previous systems and the present, under the head of duties of direc- 
tors and examiners. : 

He referred also directly at some length to the recent failure of 
the Mechanics’ National Bank of Newark, and stated that while ad- 
ditional] legislation may be required, no legislation and no occa- 
sional visits of an Examiner could prevent the downfall of a bank, 
if subordinates, who were robbers and forgers, were allowed to have 
possession and control of its assets; that there might be need of 
amendments to existing laws, but that there was not so much 
necessity for additional legislation as there was for increased dili- 
gence and sagacity on the part of those who were in charge cf 
great trusts. He closed with a general summary of the advantages 
of the system, and stated that the rapid reduction of the interest 
upon the public debt had reduced the profit upon circulation to a 
minimum; that the National banking system need not be dissolved 
on account of the reduction of the public debt; that the system 
could remain in existence with but a small issue of circulation, 
and with less than too millions of bonds on deposit, and that of 
itself was an answer to the chief objection of the opponents of 
the system, viz., that the banks received too much profit upon cir- 
culation, for it followed that with the rapid decrease of the public 
debt, that there would be also a rapid decrease of the aggregate 
profit on circulation, unless Congress should authorize some other 
form of security to be used in place of United States bonds. 

The lectures of Comptroller Knox were largely attended, not only 
by students but also by many of the leading bankers and business 
men of the city. 
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CURRENT EVENTS AND COMMENTS. 
AREA OF UNITED STATES. 


A bulletin just issued from the Census Office is devoted to the 
subject of the areas of the United States, the several States and 
Territories and their counties. Many serious errors in former tables 
are corrected. Some of the estimates of the areas of several States 
heretofore in use have differed from one another by thousands of 
square miles. According to the summary in the present document 
the gross area of the United States, exclusive of Alaska, which 
cannot be measured with any approach to accuracy, is 3,025,600 
square miles, of which 17,200 are coast waters—such as bays, sounds, 
and gulfs—14,500 rivers and smaller streams, and 23,900 lakes and 
ponds. This makes the total water surface 55,600 square miles, and 
the total land surface 2,970,000. The six largest States, named in 
their order, are Texas, California, Colorado, Nevada, Oregon, and 
Kansas. The six smallest States, beginning with the least, are Rhode 
Islan’ Delaware, Connecticut, New Jersey, Massachusetts and New 
Hampshire. 

IMMIGRATION. 

The United States is now drawing men, women and children from 
the Old World at the rate of 700,000 souls per annum, or more 
than 1800 persons for every day in the year. Five years of such 
an inflow would give us a population larger than that of the entire 
Union at the close of our war for independence. The character of 
the newcomers, their intelligence and their financial condition con- 


tinually improve. Germany continues to send us the greater por- 
tion, and they generally arrive with full purses. The Irish who come 
—or most of them—also have money. And the rush from Canada 
is surprisingly large—8710 persons from that Dominion arriving in 
New York last month. 


DECLINE OF THE FISHERIES, 


There is said to be a steady falling off in the catch of fish 
around the shores of Newfoundland, a decline which is not casual, 
and as such liable to cease, but gradual, steady, continuous, and 
due to permanent causes. The fish are subject to greater disturb- 
ance from their pursuers than formerly, and naturally leave the 
shores of the island for safer spawning places. If this decline 
goes on in future as in the past, the islanders will find it neces- 
sary to do something else than fish for a living. The same re- 
mark is true in respect to menhaden, 86,000,000 of which were ren- 
dered into oil on the Long Island coast last season. It may be 
safely affirmed that the effects of such a slaughter of comparatively 
worthless fishes will soon be seen in a failure of other more im- 
portant fisheries along the coast. It is a similar kind of short- 
sighted “enterprise’’ that is allowed to destroy our forests. After 
a while, when the fisheries and forests have both been destroved, 
the Government will be called upon to expend millions of dollars 
to correct the mischief done in the interest of a few individuals. 


LOUISIANA. 
According to semi-official figures, compiled for the New Orieans 
Picayune, the sugar crop of the year ending September 1, 1881, was 


the largest raised in Louisiana since the war. The total pounds of 
sugar are given at 272,982,899, and gallons of molasses, 15,255,030. 
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ITALIAN TAX ON COTTON-SEED OI/L. 


It is a well-known fact that a large portion of the cotton-seed oil 
which is exported from this country is used in the adulteration of 
olive oil, and that a large portion of the liquid which is imported 
under the name of “olive oil” is merely the product of our own 
American cotton seed coming back to us again. The French were 
the first and largest users of cotton-seed oil as an adulterant of 
olive oil; but the Italians subsequently adopted the same practice, 
and with a view to putting an end to the adulteration the Italian 
Government has recently imposed a tax of nearly three dollars per 
quintal on cotton-seed oil, whether imported or of home manufac- 
ture. This prohibitory tax has driven the Italian trade in cotton- 
seed oil out of existence for the present, and it will be interesting 
to note what effect it will have upon the exports of seed and oil 
from the United States. 

EFFECT OF A RECIPROCITY TREATY. 


It was thought when the treaty with the Sandwich Islands went 
into operation that it would benefit the people of the Pacific Coast, 
but four years of its work.ngs have demonstrated that the treaty is 
an injury to them rather than an advantage. Respecting the gross 
value of the Hawaiian sugar crop of 80,000,000 lbs. last year at five 
cents per pound, equal to $4,000,000, it is shown that the Govern- 
ment has lost by it $2,500,000 in revenues, for the reason that the 
latter sum has been taken from the consumers and divided among a 
few persons who are engaged in the sugar business in the cities of 
San Francisco and New York. 

As the Hawaiian crop is equal to 40,000,000 pounds of refined, it 
is claimed that the people of the Pacific Coast are made to pay 
the trifle of $800,000 per annum more for the sugar they consume 
than the same quantity of dutiable sugar can be bought for in New 
York, Boston, or Philadelphia. 


HEAVY EMBEZZLEMENT S. 


The New York 7zmes states that, between July, 1873, and Decem- 
ber 31, 1877, both inclusive, the names of more than three hundred 
firms in this country were published as embezzlers or defaulters, 
in sums over $5000, while doubtless scores more escaped publicity. 
In many cases the thefts amounted to hundreds of thousands; in one 
or two to millions. They were not humble, uneducated men, who 
did these things. To read the antecedents of most of those who 
figure in this black list might well make those persons despair 
who have supposed: education to be the great preventive of crime. 
Let us take haphazard, a few cases: Charles T. Carlton, Secretary 
Union Trust Company, New York, $400,000 (dead); Charles H. 
Phelps, Cashier State Treasury Department, Albany, $300,000; J. 
Duncan, Bank President, San Francisco, $750,000; Stephen Ward- 
well, Cashier Commercial National Bank, Providence, R. I., $20,000; 
David Gage, City Treasurer, Chicago, IIl., $500,000; Theodore Wick, 
Treasurer, Ohio, $90,000; Water Commissioner, Pittsburgh, Penna., 
$ 500,000; Henry Nicoll, Chairman Executive Committee of the Bar 
Association, New York, $200,000; Abraham Jackson, lawyer and 
President, Boston, Mass., $300,000; John B. Morton, Philadelphia, 
$1,000,000; E. J. Winslow, Boston, Mass., $600,000; G. Van Hollern, 
City Collector, Chicago, $130,000; John C. Tracy, Bank President, 
Hartford, Conn., falsification of accounts to extent of $600,000; 
Hildreth & Tighe, lawyers and agents, New York, over $100,000. 
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VALUE OF HUMAN INDUSTRY. 


The average product of human industry is now set down at $100 
per head per annum. In Great Britain, for the year 1880, the 
average product was about $290; for Europe it was $115, and for 
the United States*about $200. Within the last decade there has 
been a rise of twelve per cent. in the average industrial production. 


PRODUCTIVE CAPACITY OF AMERICAN AND ENGLISH MILLS. 


A Chinese officer has spent some weeks in collecting evidence of 
the superiority of American fabrics, and texile and other machinery. 
He visited Newburyport, Mass., where several wealthy mill owners 
have, during the past year, experimented with English machines 
and methods at an expense of $500,000. It has there been clearly 
demonstrated, so the report goes, that America is twenty-five per 
cent. ahead of English competitors in productive capacity of the 
mills and in relative cost of manufacture. A large mill was equip- 
ped throughout with English machinery, and was placed in charge 
of competent English managers, with the result referred to. 







TEXAS PECAN CROP, 


The Texas Land and Railway Fournal, published at Austin, says: 
“ Heretofore the pecan crop, as a source of revenue, has attracted 
but little attention. No care whatever has been taken of the 
trees; in fact, in many localities trees fifty to one hundred years 
old have been cut down soleiy to obtain the nuts. Before the civil 
war the exports from the port of Indianola alone were reported at 
$100,000; now it is estimated that the amount annually gathered 
exceeds $2,000,000 in value. With proper care of the trees and 
systematic gathering of the crop, it is believed that $10,000,000 
could be realized annually. Millions of bushels are lost every year 
by falling on the ground and rotting, or devoured by hogs, squirrels, 
turkeys, and other birds. Except in inclosed pastures, no claim is 
made by the owners of the land to the fruitage of the trees. 
Mexicans and negroes, and in some districts white children, are the 
pecan gatherers. 


WOOL-GROWING IN GREAT BRITAIN AND IRELAND. 


A serious decrease has lately taken place in sheep husbandry in 
Great Britain and Ireland. The largest number of sheep ever main- 
tained in the United Kingdom was in 1868, when the total was 
35,007,812 head, against 27,840,737 to-day. The decrease has been 
6,203,214, or twenty per cent. in Great Britain, and 1,463,861 or thirty- 
two per cent.in Ireland. The following table gives the aggregate of 
the two countries this year as compared with several previous 
years : 


Great Britain. Treland, Totai, 
ee 30, 785, 308 wes 4,822,444 _— 35,007,812 
re 29, 237,921 sae 4,254,027 ewer 32,491,948 
eee 28,220,055 sees 4,017,903 oun 32,237,958 
ere er 26,677,157 saris 3, 562,463 vane 30,239,620 


ESRC 24,582,154. 3,258,583  «..-- 27,840,737 


This decrease has been due. partly to the neglect which fabrics 
made from English wool have experienced, and partly to disease 
during the past two years. 
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RAILROADS IN CHINA. 


China at last favors the introduction of railroads and telegraphs. 
Agencies such as these prove more potential than the force of arms. 
Improvements of this character are represented to be progressing 
satisfactorily. The latest advance step is the action of the China 
Merchants’ Steam Navigation Company, whose steamers are trading 
with San Francisco. This company, doubtless with the approval of 
the Government, called for and immediately secured a subscription 
of 1,000,000 taels for a tramway, on which to transport coils from 
the Kaiping mines to the seaboard. China is supposed to Le strongly 
influenced by her more progressive neighbors in Japan. 


SLATER’S COTTON MILL. 


The little mill of Samuel Slater, who, ninety years ago, came to 
Pawtucket, R, I., from England, and set up the first successful 
cotton-yarn spinning machine in this country, still stands in the 
rear of Mill Street, in that city, and the hum of cotton machinery 
can still be heard within its walls. To-day the number of spindles 
running in the United States can be counted by millions. 


WHEAT TRADE OF BOMBAY. 


After gold and wool, the wheat trade of Bombay has become 
the most important trade enjoyed by that Indian Province. Within 
six years the wheat acreage in India has been nearly trebled, and 
now, as compared with last year, shows an increase of 221,000 
acres. From Bombay alone last year was exported 195,000 tons, 
which represent 300,000 steamer tons, or enough to load one hun- 
dred and fifty steamers of 2,000 tons each. It appears, however, 
from the returns that the yield has not been this year such as was 
expected. It does not stand in due proportion to the increased 
acreage. Last year the average per acre was 13.29 bushels, this year 
it is 9.84, or the lowest in several years, except 1879, when the har- 
vest was unusually bad. The total falling off in yield is believed 
to be 265,000 bushels. 

THE “HARMONISTS.”’ 


At Economy, Penn., the home of that once large and active com- 
munity, the “ Harmonists,’’ founded by Father Rapp, about one hun- 
dred old men and women still linger, most of them on the brink 
of the grave. The business affairs of the society have always been 
well managed, and its accumulated wealth is now enormous, in the 
neighborhood of $10,000,000, it is said. To a recent visitor’s in- 
quiry as to the final disposition of this vast property an old white- 
haired man replied that he did not doubt the State of Pennsy]l- 
vania would gladly settle the society’s affairs and take the assets for 
its trouble. 

LEATHER WHEELS. 


A process of making toothed wheels of leather in place of metal 
has been patented in Germany. The material used is raw, untanned 
buffalo hides, from which the hair and flesh are completely removed. 
As many layers of the hide as are necessary to make the required 
breadth of wheei, are glued together, the cementing being effected 
under very heavy pressure, as on a hydraulic press. From the 
sheets thus prepared the teeth are cut out by saw and chisel. The 
advantages claimed for the leather wheels are a much quicker and 
more elastic run, great durability, and an absence of all need of 
lubrication. 
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THE LAW OF BANK CHECKS. 
UNITED STATES CIRCUIT COURT, WESTERN DISTRICT OF MISSOURI, 
MAY TERM, 1881. 





First National Bank of Cincinnati et al. v. Kersey Coates et al.—In Equity. 


1. Bank Check.—An order drawn at Kansas City, Missouri, on a bank in New 
York City, to pay money to H. C. or order on demand without days of grace, is 
a bank check. 

2. Same—Equitable Assignment of Part of Drawer’s Fund on Deposit.—Where 
the depositor of a fund in a bank draws his check for a part of that fund, which 
is presented in due time, this is an appropriation, and an equitable assignment of 
so much of the fund as is called for by the check, although no action at law could 


be maintained upon it. 
3. Same—Same—Assignment for Benefit of Creditors.—Where a debtor, having a 


large fund in bank, drew his checks in favor of certain creditors, and thereafter, 
before said checks were presented, made a general assignment of all his property 
for the benefit of his creditors, under a State insolvent law: AHe/d, that the check- 
holders who presented their checks and demanded payment, while the fund remained 
in the hands of the bank, were entitled to payment as against the assignee. The 
checks amounted to an appropriation of so much of the fund on which they were 
drawn, and, to that extent, it did not pass to the assignee. 

‘-4. Presentation of Claim to Assignee—Election of Remedy.—The presentation by 
the checkholders of their claims to the assignee, and his allowance of them, and 
their receipt of dividends under the assignment, was not the election by them of a 
remedy which prevents a recovery in this case.—Colorado Law Reporter. 

The Mastin Bank was a banking corporation at Kansas City, Mo., and at 
various dates between the 27th day of July and and the 2d day of August, 
1878, made and delivered to the complainants in these cases its drafts or 
checks on the Metropolitan National Bank of New York. 

#.These instruments were in the following form, differing from each other 
only in dates, name of payee, and amount: 
‘* € 1,979.50. STATE OF MISSOURI. No. 196219. 
‘THE MASTIN BANK, 
Kansas City, Mo., Aug. 2, 1878. 
‘*Pay to the order of H. Colville, Cashier, nineteen hundred and seventy- 


nine do!lars and fifty cents.” 
‘*D. O. SMART, V. Pres't. 


‘To Metropolitan National Bank, New York.” 


On’ the 3d day of August, 1878, the Mastin Bank made an assignment to 
the defendant Coates of ail its property and effects, for the equal benefit of 
all its creditors, in conformity to the laws of the State of Missouri, relative 
to voluntary assignments. 

On the morning of August 5, before business hours, the Metropolitan Na- 
tional Bank was notified of the assignment by a telegram from the assignee. 
At the time of receiving this notice, the last-named bank had in its hands 
on deposit, to the credit of the Mastin Bank, about $57,000. It had _ for 
many years been the New York correspondent of the Kansas City Bank. 
After the receipt of this notice, it paid no drafts drawn by the Mastin Bank. 
Those on which these actions were based were presented for payment on the 
sth, 6th and 7th days of August; payment of them was refused, and they 
were protested. 

*In September, 1878, the funds so on deposit in the Metropolitan Bank, 
were by it turned over to the defendant Coates as assignee. The assignment 
law of Missouri provides that all claims against the assignor shall be presented 
to the assignee for allowance on days to be fixed by him. At that time 
the complainants presented their drafts, which were allowed by the assignee 
as general claims against the estate, to be paid fvo vata. The complainants 
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made no objection to the allowance in that manner, but afterwards accepted 
two dividends from the assignee, declared by him on all claims alike for five 
and twelve per cent. respectively. Subsequently these bills were filed, to have 
a trust declared in favor of the complainants, upon the funds so turned over 
to the assignee, and for vayment in full of their drafts out of such funds. 

There were about $80,000 of unpaid outstanding drafts drawn on the Me- 
tropolitan Bank. and actions similar to these, involving in all about $22,000 
only, had been brought at the time of this hearing. 

For the assignee, it was insisted that the moneys received by him from the 
New York bank belonged to the general funds of the estate, and that the 
complainants must come in as general creditors ; and further, that the present- 
atation of their claims to the assiynee, his allowance of them as general de- 
mands, and their acceptance from him of dividends on such allowances, con- 
stituted an election on their part to be treated as gereral creditors, and that 
such election was a complete bar to the relief sought by these bills. 

MILLER, Circuit Justice (orally ). 

My first impression was, that the paper which is called indifferently a draft, 
a bill and a check, and on which these actions are founded, was in the nature 
of a bill of exchange, and not in the nature of a bank check; but the authori- 
ties presented have satisfied me that I was wrong. Even an inland bill of ex- 
change, payable on demand, without days of grace, is a check of one bank on 
another, and, whatever may have been my original opinion, the authorities have 
settled that, and I must hold it to be a bank check. 

I think the authorities have also settled—perhaps not with unanimity, but 
with such weight as to guide us here--that a bank check is“ drawn directly 
against money in the hands of the bank, which belongs to the drawer of the 
check as depositor. Not that any particular money is his, but that he has 
funds in the bank, against which he draws that check. If he has no funds, 
his check amounts to nothing. It is therefore an order to pay the holder so 
much out of my money in your hands. These authorities say that it is an 
appropriation of that much of the fund. The nature of the transaction is 
this: I have so much money in the bank; to be sure, it is the bank’s money, 
but it is a fund deposited to my credit. I draw a check in favor of A B for 
one hundred dollars; that is a direction to the bank to pay A B one hundred 
dollars out of that fund, and the books call that an appropriation of that 
much of it. 

The question is, whether this is an appropriation in equity of that much of 
that fund in favor of the payee, or a mere obligation of the drawer, It is 
said it is not the former, because the payee or holder of the check cannot 
bring suit against the bank for the money, and, therefore, it is not an equita- 
ble assignment of that much of the fund. But that argument is founded on a 
misconception or want of proper understanding of the doctrine of equitable 
assignments. The very word ‘‘equitable assignment” is used because the as- 
signment is only recognized in a court of equity, and not in a court of law. 
If it were recognized in a court of law, it could be enforced there, and we 
would never have heard of any such word as ‘‘ equitable assignment.” There- 
fore, it is an assignment ofthat much of the debt which a court of equity will 
recognize and a court of law will not. The reasons for this are obvious. One 
reason, as stated in the argument here, was, that there was no privity between 
the payee of the check and the bank on which it was drawn. And that is 
true. At law there is no such privity. Another reason is, that a man may 
Owe another several thousand dollars, which is due, or to become due, and 
the creditor may draw in various sums and at various times for that money, 
which, between the parties, is ‘intended as an appropriation of that much of 
the fund. But the drawee, or the man who holds the fund, says, ‘‘I don’t 
want to be annoyed with all these drafts. I owe the drawer $5,000, due the 
Ist of November, and I will make the payment, once for all, to him. I will 
not be troubled with twenty or thirty creditors, instead of one.”’ In law that 
is his right; but a court of equity looks at it differently. It says, here is a 
fund that originally belonged to A, but there are claims against it of B, C, D, 
E and F, of which the debtor has notice, and they can have these amounts of 

















456 THE BANKER’S MAGAZINE. [ December, 





money appropriated to them. That is the difference between the powers of a 
court of law and a court of equity, and that is why these are called equitable 
assignments. Courts of equity say they are a lien upon that fund, which they 
will enforce. 

The fund has been transferred to Mr. Coates, and he is now the holder of 
it, and the court can get hold of Mr. Coates, and he holds subject to this 
liability. This fund, having been appropriated by these checks, duly presented, 
did not pass by the assignment; the fund on which they were drawn, to that 
extent, did not pass by the assignment, as the general property of the bank, 
into the hands of Coates, the assignee, but, when he got it, he held it subject 
to the lien established on it, by the drafts of which he had notice, with de- 
mand of payment. The result of that is, that these drafts are, each of them, 
an appropriation of that much of the fund, and the complainants are entitled 
to recover their face, less the amounts which they have received in dividends 
from the assignee. 

Nor was their presentation to the assignee, and his allowance of them, and 
the receipt by the complainants of the dividends, the election by them of a 
remedy which prevents a recovery here. The remedies are not inconsistent. 

There is no evidence that the assignee will ever be called upon to account 
for an excess of the fund. He can at any time file his bill, requiring every- 
body to come in with their claims for amounts unpaid. 

In the case of the Reno County Bank, a question is raised, whether the fact 
that the amount of the draft was placed to the credit of that bank on the 
books of the Mastin Bank did not change the relations of the parties into 
that of ordinary debtor and creditor. But as the transmission of the draft in 
favor of the Reno County Bank was accompanied by the direction of that 
bank to transfer the amount to its corresponding bank in New York, and as 
the Mastin Bank attempted to do this by its draft on the Metropolitan Bank, 
I am of opinion that this latter draft, or check, was an appropriation of that 
much of the fund of the Mastin Bank as in case of other drafts or checks. 
Decrees must be rendered for complainants in each case. 


en ten 


LEGAL MISCELLANY, 


SURETYSHIP—CONTINUING GUARANTY.—Defendant below signed a guaranty 
reading thus: ‘‘In consideration that D & Co. will and do sell to Mrs. O. 
S. C. upon credit, bills of goods from time to time as she may order, I, the 
undersigned, do hereby guaranty to the said D & Co. prompt payment of all 
such bills at their maturity, the same being four months from the date of pur- 
chase or order, hereby waiving any and all notice of times or amounts of sales, 
or of defaults or delays in payment therefor, the amount guaranteed not to 
exceed the sum of $200.”  /e/d, that this -was a continuing guaranty, was 
not exhausted when Mrs, O. S. C. had purchased $200 worth of goods, but 
defendant was liable to the extent of $200 though the debt might be for 
purchases made thereafter. The cases is not unlike Mason v. Pr.tchard, 12 
East, 227, in which the guaranty was ‘‘for any goods he hath or may supply 
my brother W. P. with, to the amount of $100,” and in which ‘all the Court 
were of opinion with the plaintiff that this was a continuing or standing 
guaranty to the amount of $100, which might at any time become due for 
goods supplied until the credit was recalled.” The cases of Hargreave v. Smet, 
King 241; Douglas v. Reynolds, 7 Pet. 113; Bent v. Hartshorn, 1 Met. 24; 
Hatch v. Hobbs, 12 Gray, 447; Mellindy v. Capen, 120 Mass, 222; Gales v. 
McKee, 13 N. Y. 232; Rindge v. Fudson, 24 id. 64, and Grant v. Ridsdale, 2 
Har. & J. 186, support the same view, and some of them in their facts bear 
close resemblance to this. If the guaranty had evidently contemplated a single 
transaction, it would have been different. Amdrrson v. Blakely, 2 N. & S. 2373 
Boyer v. Eward, i Rice (S. C. ) 126; Hotchkiss v. Barnes, 34 Conn. 27; Cong- 
don v. Read, 7 R. 1.576; Strong v. Lyon, 63 N. Y.172; Boston, etc., Co. V. 
Moore, 119 Mass. 435; Reed v. Fish, 59 Me. 358. Crittenden v. Fiske. Opinion 
by CooLey, J. [Decided April 27, 1881. | 
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REPORT OF THE COMPTROLLER OF THE 
CURRENCY. 


We regret not having the space to present in ful! to our readers the able 
and interesting report of Comptroller Knox, through whose courtsey advanced 
sheets have bcen received. 

In addition to the usual tables upon State and National taxation and the 
dividends and earnings and losses of’ the banks, the report contains an 
elaborate chapter upon the Substitutes for Money—giving all the tables that 
have been compiled abroad, showing the receipts of the banks and the pro- 
portion of coin and bank notes and checks and drafts; besides giving com- 
plete returns of a similar character from a large portion of the National banks 
on June 30th, and from af the National banks on Sept. 17. 

The report also gives the number, capital, and deposits of National banks, 
State banks, and savings banks, and the resources and liabilities of the latter 
two classes of institutions as derived from reports of State officers. It further 
gives, for the first time, a chapter upon the subject of private bankers, show- 
ing the number of such bankers in the principal cities and other portions of 
the country and by geographical divisions, together with their capital, de- 
posits, and amounts invested in United States bonds. It also contains a 
chapter upon the loans and reserves of the banks, showing the ratio of their 
loans to their capital, surplus, and deposits, and the reduction of the cash 
reserves during the past year not: only in the large cities, but also in the 
country districts. 

Such is a brief summary of this valuable document; we now proceed to give 
copious extracts, which are well worthy of careful perusal. 

Eighty-six National banks have been organized since November 1, 1880, 
with an aggregate authorized capital of $9,651,050, to which $5,233,580 in 
circulating notes have been issued. This is the greatest number of banks 
organized in any year since 1872. Twenty-six banks with an aggregate capital 
of $2,020,000, and circulation of $1,245,530, have voluntarily discontinued 
business during the year. National banks are located in every State of the 
Union except Mississippi, and in every Territory except Arizona; and the total 
number in operation on October 1 last was 2,132. This is the greatest number 
of banks that has ever been in operation at any one time. The total number 
of National banks organized from the establishment of the National banking 
system, February 25, 1863, to November I of the present year is 2,581. The 
following table exhibits, in the order of their capital, the sixteen States having 
an amount of capital in excess of five millions of dollars, together with the 
amount of circulation, loans, and discounts, and individual deposits of each on 
October 1, 1881: 


Loans and Individual 
States. Capital. Circulation. discounts. deposits, 

Massachusetts....... $96,177,500 . $71,267,089 . $205,248,480 . $125,198,324 
New York........ . 85,780,160 . 47,940,726 . 330,257,550 . 372,853,780 
Pennsylvania....... 56,518,340 . 42,420,247 . 138,869,386 . 138,046,152 
Ee 29,389,000 . 21,408,480 . 66,518,608 . 60,960,674 
Connecticut ........ 25,539,030 . 17,906,332 . 43,475,312 . 25,761,231 
Rhode Island....... 20,065,000 . 14,718,956 . 28,490,882 . 11,317,338 
EES 15,199,600 . 8,165,189 . 61,555,705 . 72,972,402 
Pree 13,603,030: . 8,605,433 . 30,205,683 . 26,117,350 
ti tins ead 13,093,500 . 8,767,700. 24,899,023. 22,206,436 
New Jersey........ 12,900,000 . 10,386,784 . 29,233,480 . 28,250,618 
| {0,435,100 . 8,885,111 . 17,774,991 . 9,145,739 
i an6 tneen abies 10,385,000 . 8,211,247 . 17,305,908 . 9,325,083 
a os iawnewe 9,435,600 . 5,014,979 . 24,329,000 . 23,127,184 
,. i ( 8,151,000 . 6,442,899 . 10,899,272 . 5,191,352 
hid iieit hihi deine 5,950,000 . 4,414,103 . 13,450,065 . 15,770,134 
New Hampshire.... 5,830,000 . 5,158,159 . 7,518,017. 4,292,687 
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The report also contains new tables showing the amount of coin and paper 
currency held by the Treasury and the banks on Nov. 1, 1881, and the amount 
in the hands of the people; also the amount of United States bonds held by 
National banks, State banks, and private bankers, showing that the banks and 
bankers of the country hold more than two-fifths of the interest-bearing funded 
debt of the United States. 

In all 340 banks have gone into voluntary liquidation to November 1, by the 
vote of shareholders owning two-thirds of their respective capitals, and eighty- 
six have been placed in the hands of receivers for the purpose of closing up 
their affairs. The total amount of claims proved by the creditors of these 
insolvent banks is $25,966,602,° and the dividends paid to creditors 
$ 18,561,698. The estimated losses to creditors from the failures of National 
banks, during the eighteen years since the passage of the act, is $ 6,240,000, 
and the average annual loss has therefore been about $346,000, in the business 
of corporations having an average capital of about 450 millions, and deposits 
averaging about 800 millions. Twenty-one of these insolvent banks have paid 
their creditors in full, and forty have paid more than seventy-five per cent. each. 
The individual liabilities of shareholders of insolvent banks has been enforced 
in fifty-three instances, and about $2,700,000 has been collected from this 
source. During the past year dividends have been declared in favor of the 
creditors of insolvent National banks amounting to $929,059, and the affairs of 
twelve of such banks have been finally closed, nine of which have paid their 
creditors in full. 

There have been no failures of National banks during the period from June 
I9, 1880, to November 1. Since that date the Mechanics’ National Bank of 


Newark, and the Pacific National Bank of Boston, to which reference will be 
made hereafter, have been placed in the hands of receivers. . 
The following table shows the increase of loans, deposits, circulation, capital, 
surplus, the amount of United States bonds on hand, and the movement of 
money 2t corresponding dates for three years, in the National banks of the 
New England and Middle States, and in those of the Western and North- 


western States, including Kentucky and Missouri : 


NEW ENGLAND AND MIDDLE STATES, 


Oct. 1, 1881. Oct. 1. 1880. Oct. 2, 1879. 
$ 843,092,901 . $ 773,916,399 . $654,037,648 
27;373,050 . 21,076,400. 41,983,650 
333,363,300 . 331,646,030 


Net deposits 
Circulation 


Legal tenders and United States certificates 


WESTERN AND NORTH-WESTERN 
Oct. 1, 1881. 
$ 263,529,251 


11,502,450 . 
99,194,000 . 


25,025,891 
Net deposits 
Circulation 
Specie 
Legal tenders and United States certificates 


EXTENSION OF THE CORPORATE EXISTENCE OF 


749,393,734 - 
233,132,972 . 
82,209,124 . 
33,828,590 . 


293,791,358 . 
66,138,910 . 
23,894,903 . 
21,022,769 . 


90,827,648 . 
689,694,705 . 
229,826,416 . 

89,074,603 . 

30,485,314 . 


STATES. 


Oct. 1, 1880. 


. $ 211,913,841 

6,576,150 . 
95,172,500 . 
24,135,511 . 
226,747,525 - 
66,738,803 . 
15,056,025 . 
235338,504 . 


86,749,498 
548, 757,240 
227,824,388 

32,977,000 

66,097,350 


Oct. 2, 1879. 


. $178,806,938 


9,551.100 
93,808, 150 
23,013,004 

178,321,680 
66,259,024 

6,213,564 

24,377,412 


NATIONAL BANKS, 


Section 11 of the National Act of February 25, 1863, provided that : 

‘¢ Every association formed pursuant to the provisions of this act may make 
and use a common seal, and shall have succession by the name designated in 
its articles of association and for the period limited therein, not, however, ex- 


ceeding twenty years from the passage of this act. ’ 
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Section 8 of the Act of June 3, 1864, provides that each association : 


‘Shall have power to adopt a corporate seal, and shall have succession,by 
the name designated in its organization certificate, for the period of twenty 
years from its organization, unless sooner dissolved according to the provisions 
of its articles of association, or by the act of its shareholders owning two-thirds 
of its stock, or unless the franchise shall be forfeited by a violation of this 
act.’ 

The Act last named, as well as that which preceded it, contains the following 
provisions : 

‘*Copies of such (organization ) certificate, duly certified by the Comptroller 
and authenticated by his seal of office, shall be legal and sufficient evidence 
in all courts and places within the United States, or the jurisdiction of the 
Government thereof, of the existence of such association, and of every other 
matter or thing which could be proved by the production of the original 
certificate.” 


Section 5136, Revised Statutes, provides§that : 


**Upon duly making and filing articles of association and an organization cer- 
tificate the association shall become, as from the date of the execution of its 
organization certificate, a body corporate, and as such and in the name desig- 
nated in the organization certificate, it shall have power, first, to adopt and use a 
corporate seal; second, to have succession for the period of twenty years from 
its organization, unless it is sooner dissolved, according to the provisions of its 
articles of association, or by the act of its shareholders owning two-thirds of its 
stock, or unless its franchise becomes forfeited by some violation of law.” 


From these sections it appears that the period of existence of an association 
as a body corporate commences from the date of its organization certificate, and 
not from that of the certificate of the Comptroller authorizing the association 
to commence business, provided for in section 5169 of the Revised Statutes. 
The corporate existence of the first bank under this limitation of law will ex- 
pire on January I, 1882, and that of the second bank on April 11th following. 

From the date last named to February 25, 1883, the number of banks whose 
corporate existence will terminate is 393, having a capital of ninety-one millions. 
and circulation of sixty-seven millions as follows: 











Date. No. of banks. Capital. Circulation. 
DE De vtusckinacades II $ 3,900,0g0 ve $ 1,781,500 
A iis iit inn ee 16 we 4,205,000 = 3»452,500 
In July saceeeoonege 24 oe 4,385,000 e- 3,591,500 
rrr 10 ie 1,205,000 - 863,000 
In September....... II “s 3,532,500 oe 1,577,500 
ae 5 550,000 494,100 
In November...... 5 850,000 770,000 
In December ....... 5 570,000 505,000 

1883. 
eee 9 - 1,250,000 . 1,080,000 
On February 25.... 297 o 71,538,450 : 53,740,810 
 ictiecncsnanns 393 $ 91,985,950 $ 67,855,910 


RESTRICTIONS ON THE NATIONAL BANKS, 


If the National bank act has conferred upon the associations organized there- 
under the right to issue circulating notes, it has placed them all under the 
operation of a uniform system, and has also surrounded them with numerous 
restrictions, among which are the following : rn 

The capital stock must be fully paid in, and a portion of this capital stock, 
not less than $50,000 in any one case, must be invested in United States 
bonds and deposited with the Treasurer. If the capital stock of an association 
becomes impaired at any time it must be promptly restored. Their circulating 
notes must be redeemed at par, not only at the place of issue, but at the 
Treasury of the United States. 

The banks must lend on personal security only, and not upon real estate, 
and only ten per cent. of their capital may be loaned upon accommodation 
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notes or other than business paper to any one person, company, firm, or 
corporation. They cannot lend money on iheir own circulatiny notes, or 
shares of their own stock, and must take the notes of every other National 
bank in payment of debts due to them. The rate of interest charged must 
not be greater than the rate provided by the laws of the several States in 
which they are located. They must pay taxes or duties to the Government 
upon their capital stock, deposits, and circulation, and to the States they must 
pay such other taxes as are imposed on other moneyed capital. They are 
required to keep on hand as a reserve, in coin or other lawful money, a 
certain proportion of their deposits. There must be no preference of 
creditors in cases of insolvency. 

Shareholders are held individually responsible for all contracts, debts, and 
engagements of the association to the extent of the par value of their stock, 
in addition to the amount invested in such shares. 

The banks are required, before the declaration of any dividend, semi-annu- 
ally, to increase their surplus fund by an amount equal to one-tenth of their 
net earnings for the preceding six months, until it shall equal twenty per cent. 
of their capital. 

Losses and bad debts must be charged to profit and loss account before 
dividends are paid. In other words, dividends must be earned before they 
are declared. 

Full statements, accompanied by schedules, of their resources and liabilities, 
in detail, must be made to the Comptroller several times in each year, and 
must also be published at the expense of the association making the same. 
Other statements, showing their semi-amnual profits, losses and dividends, must 
also be returned, and statements in reference to the business of any associa- 
tion may be required at any time, a penalty of $100 per day being prescribed 
for each day’s delay to comply with the call therefor. 

The banks are subject to examinations, and if a bank becomes insolvent a 
receiver may be at once appointed, 

If the directors knowingly violate, or permit to be violated, any of the pro- 
visions of the act, all the rights and privileges of the bank are thereby for- 
feited, and the directors are held personally and individually responsible for all 
damages sustained by any person in consequence of such violation. 


RENEWAL OF NATIONAL BANK ACT, 


It is recommended that an act be passed during the present session authoriz- 
ing any National bank, with the approval of the Comptroller, at any time 
within two years prior to the date of the expiration of its corporate existence, 
to extend its period of succession for twenty years by amending its articles of 
association. The bill may provide that such amendments shall be authorized 
by the votes of shareholders owning two-thirds of the capital of the associ- 
ation, the amendment to be certified to the Comptroller of the Currency by 
the president or cashier, verified by the seal of the association, and not to be 
valid until the Comptroller’s approval thereof shall have been obtained, and he 
shall have given to the association a certificate authorizing it to continue its 
business. Responsibility for the extension of the corporate existence of the 
banks will thus, in a measure, rest with the Comptroller, and he can require 
such an examination of its affairs to be made, prior to granting the extension, 
as may seem to him proper, in order to ascertain if the capital stock is intact, 
and all the assets of the bank in a satisfactory condition. 

As another consequence of the abolition of the present system, the large 


surplus which the National banks have now accumulated, amounting to 


$ 128,140,618, and which adds greatly to their strength and safety, would 
doubtless be divided among their shareholders, while many of the safeguards 
and restrictions of the present law, which experience has shown to be valu- 
able, will either be abolished or so changed by the varying legislation of the 


several States as to be practically of little value in comparison with the 


present homogeneous system. 
If, on the other hand, the.corporate existence of the National banks shall be ex- 
tended, all the advantages of the existing system will be preserved, subject to such 
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amendments as may be hereafter found necessary, while the circulation of the 
banks, which is the principal objection urged against the system, will, under 
existing laws, diminish in volume as the public debt is reduced. 


The whole number of National banks in operation on Oct. I last was 2148. 
Of this number 393 were associations having a capital of $50,000 each; 164 have 
a capital of over $50,000 and less than $100,000, and the capital of 829 hanks 
ranges from $100,000 to $150,000 each. The minimum amount of bonds re- 
quired to be deposited by banks of the capital named is one-third of their 
capital, but not less in any case than $30,000, The minimum amount required 
by all other banks is $50,000, and the least amount of bonds which, under exist- 
ing laws, may be deposited by the 2148 banks now in operation is about 
$ 82,400,000. It is probable that from 100 to 150 millions of United States 
bonds would be sufficient to supply the minimum amount to be deposited with 
the Treasurer by all banks which will be established during the next twenty 
years. It is therefore evident that the National banking system may be con- 
tinued without change in this respect for many years, even if the bonded debt 
of the United States shall during that time continue to be reduced as rapidly as 
it has in the past year. The discussion of the question as to the kind of 
circulating notes, which will be substituted for the National-bank notes, if the 
latter are retired, is postponed for the present, as it is impossible to foresee the 
events which may cccur to affect the question during the next few years. 


If, for any reason, the legislation herein proposed shall not be favorably con- 
sidered by Congress, the banks can still, under the present laws, renew their ex- 
istence if they so desire, and in the absence of prohibitory legislation many of 
them undoubtedly will, on the expiration of their present charters, organize 
new associations, with nearly the same stockholders as before, and will then 
apply for and obtain from the Comptroller certificates authorizing them to con- 
tinue business for twenty years from the respective dates of their new organi- 
zation certificates. Such a course of procedure would be perfectly legal, and, 
indeed, under the existing laws the Comptroller has no discretionary power in 
the matter, but must necessarily sanction the organization, or reorganization, of 
such associations as shall have conformed in all respects to the legal require- 
ments. 

The passage, however, of a general act, directly authorizing an exten- 
sion of the corporate existence of associations whose charters are about to ex- 
pire, would, in many instances, relieve the banks from embarrassment. As the 
law now stands, if the shareholders of an association are all agreed, and the 
bank is in sound condition, the process of reorganization is simple; but if 
any of the shareholders object to such reorganization, they are entitled to 
a complete liquidation of the bank’s affairs, and to a pro rata distribution of 
all its assets, including its surplus fund. In many instances executors and ad- 
ministrators of estates hold National-bank stock in trust, and while they might 
prefer to retain their interests in the associations which issued the stock they 
would have no authority to subscribe for stock in the new organizations. 
While, therefore, the legislation asked for is not absolutely essential, yet its 
passage at an early day would be a great convenience to many of the National 
banks, and especially so to the class last referred to. 

The number of National banks organized under the act of June 3, 1864, the 
term of whose corporate existence will cease during each year prior to 1891, is 
as follows : 


No. of 

Years. banks. Capital. Circulation. 
ree 248 wees $ 80,034,390 newe $ 62,740,950 
ee 728 one 186,161,775 wees ~—~—«X 19,266,745 
re 19 enn 2,560. 300 owns z.9 
Ne en ters 6 sone I, 100,000 enti 978, 500 
re 10 wat 950,000 — 692,100 
Ge daees. 4 wade 650,000 sabes 567,000 
ee 65 cece 9,415,500 dish 6,557,790 











$ 280,871,965 $ 192,581,085 
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f {Bills will undoubtedly be brought before Congress during its present session 
for the extension of the charters of those banks whose corporate existence is 
about to expire. 

The principal reason urged in favor of the discontinuance of the system is 
that money can be saved by authorizing the government to furnish circulation 
to the country; in other words, that the profit to the banks upon their circu- 
lation is excessive. Sixteen years ago the banks had on deposit as security for 
circulation 276 millions of dollars in United States bonds, of which amount 
nearly 200 millions was in six per cents. and 76 millions in five per cents, 
The banks now hold 32 millions of four and a half per cents.; 92 millions of 
four per cents.; 241 millions of three and a half per cents., converted from five 
and six per cents; and also 3% millions of Pacific railroad sixes The remain- 
ing five-per-cent. bonds, amounting in all to $758,900, have ceased to bear 
interest. The average premium borne by the four-per-cent. bonds during the 
last six months has been about sixteen per cent. and at this price they do not 
net to the holders three and a half per cent. interest. During the last 
six months, also, the three and a half per cents. have for a considerable 
portion of the time been worth a premium in the market of from one to two 
per cent., so that the banks do not at the present time, and it is probable 
that they will not upon the average during the next twenty years, receive 
as much as three and a half per cent. interest annually upon the United 
States bonds held as security for their circulating notes. Until the year 
1877, the banks continued to receive interest upon the par value of their 
bonds at the rate of either five or six per cent., while the net interest now 
received, as has been seen, does not exceed three and one-half per cent. 
On ten per cent. of the amount of bonds thus deposited by the _ banks, 
amounting to 39 millions, they receive no circulation, and from this portion of 
their bond deposit they derive no special benefit or advantage more than 
any other class of bondholders. They pay a tax of one per cent. upon 
their circulating notes outstanding, and keep on deposit with the Treasurer an 
amount of lawful money equal to five per cent. of their issues as a permanent 
redemption fund, and also reimburse to the United States the expense of re- 
deeming their notes at the Treasury. The actual net profit upon circulation 
based upon different classes of bonds, and with rates of interest on bank 
loans varying from five to ten per cent., is given in the following table : 


5 per 6 per 7 per 8 per Qo per 10 per 
cent. cent. cent. cent. cent. cent. 
Four-per-cent. bonds at sixteen 
per cent. premium......... MD «0. BM « CE wo Bie etl 
Three -and -a - half - per-cent. 
Pe ac 0 one vtiveneces 6. «. BD «+ BO os 3S us TM xe SS 


RETIREMENT OF NATIONAL-BANK NOTES AND WITHDRAWAL OF BONDS, 


The only legislation in reference to the National banks during the last ses; 
sion of Congress was contained in Section 5 of ‘‘the Funding Act of 1881,’ 
which was as follows: 


SecTION 5. From and after the first day of July, eighteen hundred and eighty-one, the three~ 
per-centum bonds authorized by the first section of this act shall be the only bonds receivable 
as security for National-bank circulation, or as security for the safe keeping and prompt pay- 
ment of the public money deposited with such banks ; but when any such bonds deposited for 
the purposes aforesaid shall be designated for purchase or redemption by the Secretary of the 
Treasury, the banking association depositing the same shall have the right to substitute other 
issues of the bonds of the United States in lieu thereof: Provided, Vhat no bond upon which inter- 
est has ceased shall be accepted or shall be continued on deposit as security for circulation or for 
the safe keeping of the public money; and in case bonds so deposited shall not be withdrawn, 
as provided by law, within thirty days after interest has ceased thereon, the banking association 
depositing the same shall be subject to the liabilities and proceedings on the part of the Comp- 
troller provided for in Section 5234 of the Revised Statutes of the United States: And pro- 
vided further, That section four of the act of June twentieth, eighteen hundred and seventy- 
four, entitled ‘‘ An Act fixing the amount of United States notes, providing for a redistribu- 
tion of the National-bank currency, and for other purposes,’’ be, and the same is hereby, re- 
pealed; and Sections 5159 and 5160 of the Revised Statutes of the United States be, and the 
same are hereby, re-enacted, 


[ December, 
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This Act was vetoed by the President. 

The number of National banks, which deposited legal-tender notes for the 
purpose of obtaining possession of their bonds, in anticipation of the passage 
of this bill, was 141. These banks were located in twenty-four States, and the 
amount of legal-tender notes deposited by them was $ 18,764,434, as follows: 





No. of No. of 

banks. States and Cities. Amouut. banks. States and Cities. Amount. 
6 . Philadelphia......... $2,590,8co .. 9g . New York City....... $2,843,849 

14 . Pennsylvania........ SAEG 300 .. GB « BROW WOR Res ccccesses 1,934; 

4 ek cwkekawes eee ee 837,000 
2 Massachusetts........ eee: cc BO Bckeviccsenns 1,080,000 
10 Connecticut ......... 1,675,400 3 CO ee 164,745 
I ee 36,000 I 0 eee 45,0Co0 
I District of Columbia. 72,000 .. I9 ee eee 1,402,630 
2 Rhode Island........ 385,200 A Bs bs edons 135,000 
2 | ree 171,900 Rp  Batecceenass 310,900 
2 Ee re 81,000 S ¢ Bh xeccvsscnn 27,000 

10 es 845,900 4 Rs Andenaneden dae 100,460 
2 0 ee 135,000 3 ER 463,500 
I North Carolina...... 135,000 1 Wis incccsens 21,150 
I ee 72,000 .. —— -— 

WE sestcnveenns 141 $ 18,764,434 


Only about one-third of the bonds which were released were subsequently re- 
deposited, and for some months thereafter the total amount of bonds redeposited 
by the 141 banks which reduced their circulation was less than seven millions. 
The Third National Bank of New York, which withdrew $840,000 of bonds, 
soon thereafter disposed of the same to the Government, and has not since 
made any deposit whatever. The same statement may be made in reference 
to eight other large banks, which withdrew bonds amounting to over two mil- 
lions of dollars, and also to many other smaller banks—thus showing that they 
withdrew their bonds because they desired to have control of them, and not for 
the purpose of arbitrarily reducing circulation. 

Since the adjournment of Congress, only $2,394,545 of legal-tender notes 
have been deposited for the purpose of retiring circulation, under the Act of 
June 20, 1874, and these notes have been redeemed without any expense 
whatever to the Government of the United States—the cost thereof having 
been paid from the five-per-cent. redemption fund. The bonds now held are 
chiefly three and a half and four per cents., there being 241 millions of the 
former and ninety-two millions of the latter. The relative value of these bonds 
in the market, and the amount of interest they produce, is nearly the same, 
and there is but little disposition to deposit legal-tender notes for the purpose 
of withdrawing them. Some banks have occasion to withdraw their four per 
cents. for the purpose of realizing the large premium of sixteen per cent. 
which they now bear, as this premium can be used for the purpose of liquidat- 
ing any losses which may occur in their business. The three-and-a-half-per- 
cent. bonds are being frequently called by the Secretary, and the banks may 
therefore have occasion to withdraw them after interest has ceased, and it is 
important that they should have this privilege, as now provided by law. 

There is no evidence whatever that banks have at any time entered into any 
combination to deposit legal-tender notes and withdraw bonds for the purpose of 
deranging the money market. If, however, Congress shall consider it advisable 
to prevent by legislation large deposits of coin or other lawful money in the 
Treasury for this purpose, then Section 41 of the Act of June 20, 1874, may 
be so amended as to require the banks desiring to withdraw bonds to give, say, 
thirty days’ notice of their intention before completing the transaction. 

The amount of loans of the National banks in New York City on October 
1, 1881, was 246 millions, and ninety-seven millions of this amount were in 
loans payable on demand, and the total amount of loans of all the banks was 
1169 millions, of which 196 millions were de~xand loans, It is probable that 
the proportion of demand loans held by the State banks is fully as great. 
Any proceeding which would tend to bring on a panic, or derange the money 
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bonds held by the banks as securities for these loans. 
against the interest of the banks to pursue such a course, and it is a new 
principle in banking to assume that banking institutions will so conduct their 


business as to depress the value of securities which they themselves hold. 
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market in New York, would first of all affect the value of the stocks and 


It would be directly 


If 


the banks, however, either National or State, or private bankers, should at 
any time desire to derange the market, they can do so, independent of any 
legislation in Congress, by calling in their demand loans. 
be much more simple and easy of accomplishment than the depositing of legal- 


banks at the close of business on the 
from Boston, 


from New York City, 


tabnlated separately : 





ie. 
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tender notes in the Treasury, and would be much more effective. 


BANKS, 






The following table exhibits the resources and liabilities of the National 
Ist day of October, 1881, the returns 


Philadelphia, and Baltimore, 
other reserve cities, and from the remaining banks of the country, being 
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Country 
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4,188,143 
255,206,100 
10,247,000 
24,298.350 
36,482,409 
92,335:C36 
33+965,733 
19,757,140 
25,235,915 
4 006,199 
2,469,130 
9,886,723 
879,867 
1253293475 
240,585 
27,969,001 
26,473,002 
620,000 
11,361,183 
607,014 


266,350,800 1, 165,601,498 


| 
40,40T,500| 
12,208,793) 
53779;776| 
235513, 195) 
1724542 
120,094,419) 
2,262,5 





844,813 
34,043,738 
24,885,452 

364,393) 

1,774,019| 





266,350,800 








* The reserve cities, in 


292,872,155 
74,030,407 
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225,942,155 


161,932. 


2,060,455 
491,778,762 
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addition to New York, Boston, Philadelphia, and Baltimore, are 


Albany, Pittsburgh, Washington, New Orleans, Louisville, Cincinnati, Clevel. nd, Chicago, 


Detroit, Milwaukee, St. Louis, and San Francisco. 
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COMPARATIVE STATEMENTS OF THE NATIONAL BANKS FOR ELEVEN YEARS. 


The following table exhibits the resources and liabilities of the National 
banks for eleven years, at nearly corresponding dates from 1871 to 1881, 
inclusive : 
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THE RECENT BANK FAILURES. 


The Mechanics’ National Bank of Newark closed the last day of October, and 
the cashier, Oscar L. Baldwin, was arrested by the United States Marshal on 
an affidavit of a director, who charged him with confessing to the Board that 
he had fraudutently misused over two millions of its funds, and that the bank 
was thereby ruined. The cashier had possessed the unlimited confidence of the 
President and Directors, who were among the most prominent capitali-ts of 
Newark, and the chief management had been left to him. The President, 
Joseph A. Halsey, a retired capitalist, had been confined at home for a long 
time, through infirmities of age, and was unable to visit the bank. Among 
the liabilities, $2,417,000 were individual deposits, subject to check. The 
cashier, fearing a visit from a National Examiner, called the Directors together, 
the day before, Sunday, and confessed to them the condition of the bank, and 
that the liabilities were so great that further attempts to carry on business 
would be useless. The Directors then offered to subscribe $500,0co to put 
the bank in condition for business, but the cashier responded that $2,000,000 
would not do it, and that all that was left of the resources of the bank was its 
building, which is worth about $50,000. The Directors then decided to sus- 
pend business at once. The bank’s last statement issued in October, showed 
liabilities as follows : 
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Ee Ee ene re Ta ines anenes $ 500,000 00 
i tbtiiieis he eeeeee een hee whkbdenne anes eae KKaA 400,000 00 
ER ee re 445,000 00 
EELS TI EP OPE RE TE TE ETT aiwee 3,962 00 
Ta i a ee leat 2,417,215 90 
i CN, «6s hb ee eaeewn oun wiviiheheseks es ewenes< 63,407 00 
EEO PN eT Te my ee ee 7,306 oo 
ee I GED 66's s veSdaweenen se eees bose eeeseves 134,542 00 
is bine ch tren cabin bedigende ith anknenes-id 70,912 00 


Baldwin says that about the year 1873 he began to make loans to C. Nugent 
& Co., morocco manufacturers, without security and without the sanction of the 
Directors. Having begun, he was in the power of Nugent & Co, and con- 
tinued the accommodations, sometimes loaning them $50,000 in one month, 
until the total was increased to a ruinous amount. Nugent assured him that 
he had a large property and capital in his business, which would make all loans 
good. Nugent was well aware that Baldwin was using the bauk’s money, and 
always promised to surrender his property in case of any trouble. Under these 
circumstances the loan increased till it reached over two millions of dollars, 
The manner in which the business was transacted was this: Nugent would 
give drafts on friends in New York, which would be credited to him as cash, 
and Baldwin would use the bank’s money to take up the drafts when due. 
The books were so falsified as to show the accounts to be correct. Finally, 
however, the losses were placed in the account of the Mechanics’ Bank in 
New York—the agent of the Newark bank—so that while it appeared that the 
Newark bank had a claim for two millions against the New York bank, in 
truth, the Newark bank owes the New York bank $ 280.000. This difference 
was almost wholly due to the irregular transactions with Nugent. Baldwin says 
that he has speculated but very little and has lost nothing in that way. The 
transactions of Nugent & Co. with the bank, for 1881, were as follows: 

October, they drew $223,000 and deposited $143,000. In September they 
drew $141,000 and deposited $75,000. August, drew $165,000, deposited 
$95,000. July, drew $127,000, deposited $113,000. June, drew $110,000, 
deposited $107,000. May, drew $152,000, deposited $ 100000. April, drew 
$158,000, deposited $111,000. March, drew $128,000, deposited $107,000. 
February, drew $158,000. deposited $77,000. January, drew $143,000 de- 
posited $62,000. The total amount of the drafts for this year was $1,506,000 
and deposits about $1,000,000. Baldwin received one per cent commission 
from Nugent for negotiating his paper and taking charge of his banking business. 

The firm of Nugent & Co. is composed of Christopher Nugent and James 
Nugent, and they are the largest morocco manufacturing firm in the country. 
Their liabilities are reported as high as $500,000, but are not definitely 
known yet as the accounts of Nugent & Co. and Baldwin are conflicting. 
Baldwin claims that Nugent & Co. are indebied to the bank for the total 
sum, while Mr. Kirkpatrick, counsel for Nugent & Co., says that they only 
owe from $100,000 to $200,000, and that many of the notes held by Baldwin 
are duplicated. 

The defaulting cashier is the son of Caleb Baldwin, and entered the bank as 
a boy, occupying a minor position. He rose gradually until about 1852, when 
he became assistant to Cashier Matthias Day. At about the beginning of the 
war he succeeded Mr. Day as Cashier, and has occupied that position ever 
since. He was prominent in public and social life, and was a director in the 
Mutual Benefit Life Insurance Company. This company once offered him a 
prominent position, but he refused it. His salary as cashier was $7000 per 
annum. Personally he was popular, and his relatives and friends include some 
of the most prominent people in Newark. It is asserted that for several years 
Mr. Baldwin has been engaged in speculation in Wall Street, and that the 
misfortunes of the bank are due to this fact. That there have been other 
causes for the failure is known, in addition to speculation, but the bulk of the 
money, many believe, has been sunk in the New York stock market 

Since the failure, the United States Bank Examiner says that Baldwin con- 
fessed a piece of rascality to him in August, 1880, when he was making his 
first examination, which shows how near the edge of discovery were his 
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transactions at that time. Before then the Newark bank had been examined 
by special clerks from the Treasury department, who seem to have neglected 
to verify the balance on the books by a visit to the Mechanics’ Bank in New 
York, where a large sum was said to be carried. ‘‘ Well, as I said, it was 
my first examination of the Mechanics’ Bank, and after finding everything ap- 
parently correct [ sent a note to New York, asking the Cashier of the 
Mechanics’ Bank there what the balance of the Newark Bank was. It 
seems now that Mr. Baldwin happened to be in the office of the New 
York cashier just as he had finished writing the reply, and offered to be 
the bearer of the letter so as to avoid the risks of mail carriage. The 
letter was given him, and then watching his opportunity, Mr. Baldwin ab- 
stracted one of the blank letter heads and a blank envelope of the Mechanics’ 
Bank of New York, returned to Newark and delibérately forged an entire let- 
ter, putting in figures for the balance corresponding with those of his own fal- 
sified books. This threw me off my guard, and as the forgery was a capital 
one, and I had no suspicion of foul play, he put off his exposure for some 
months.” 

The New York correspondent of the bank was the Mechanics’ National 
Bank of New York; a sound and conservative institution, which loses noth- 
ing, being secured by good collaterals for all advances. It is reported, and on 
good authority, that Baldwin’s bondsmen have not renewed their bonds within 
fifteen years. This being the case, the sureties are no longer responsible and 
cannot be brought to account for his rascality, for, according to the laws of 
New Jersey, bonds are required to be renewed every seven years. After that 
time elapses the sureties are void and the bondsmen freed from all responsi- 
bility. Warren Ackerman, a former director of the Mechanics’ National Bank, 
who remonstrated against the one-man power, has begun a lawsuit against 
President Halsey for debt, caused by negligence. A number of dividends, 
payable at the bank, had been declared by various companies, and the money 
was deposited with the broken bank to meet them. They are, of course, 
nonpayable. The last semi-annual dividend of the bank was for seven per 
cent. The stockholders of the bank are liable for the full amount of the 
holdings, that is to say, each stockholder for $1005 must pay $100, besides 
josing the value of his stock. 

The depositors are 1027 and their accounts are as follows: 235 have less 
than $50; 86 from $50 to $100; 298 from $100 to $500; 117 from $1000 
to $5000; 30 from $5000 tv $10,000; 34 more than $ 10,000, 

Seventeen days after the failure of the Newark bank the Pacific National 
Bank of Boston succumbed. The immediate cause of the suspension was the 
failure of Theodore C. Weeks, who had been allowed to overdraw his accouut. 
A meeting of the directors was called the day previous, and arrangements 
were made which it was thought would tide the bank over its difficulties, 
but the occurrences of the next morning overthrew all arrangements. It is 
stated that many checks were given out Thursday morning on the Eliot Na- 
tional Bank, which merchants, instead of depositing, went immediately to the 
bank to draw. But the President of that institution stopped payment on such 
checks. He took that course because the Pacific had no funds there, and 
he was satisfied that it would be unwise to cash them. 


The payment of the checks having been refused at the Eliot, those hold* 
ing them then presented them at the Pacific, and thereupon a small run began. 
The amount paid out was about $10,000, mostly on small checks, up to 1.10 
P. M., when payment was stopped altogether. Just previous to that hour a gen- 
tleman walked up, and expressing the belief that everything was right, deposited 
checks to the amount of $15,000; and his example was followed by others 
with smaller amounts. When the doors were closed the following notice was 
posted thereon: ‘‘ Owing to failures in which the bank is involved, payment 
in temporarily suspended ” 

One of the directors of the Pacific Bank, General March, who is also Presi- 
dent of the Union National Market Bank of Watertown, which had, during the 
past two and a half years, made its collections and clearings through the 
Pacific Bank, having reasons to doubt the security of. the Pacific, early in the 
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day on Thursday, withdrew about $90,000, of which $ 50,000 was cash, being 
the total amount of the deposit there of the Union Market Bank. 

The directors of the Pacific National held another meeting Saturday, and 
decided, by a unanimous vote, to turn over its affairs to Col. Needham, the 
Bank Examiner. All of the directors unite in strongly censuring President 
Benyon, and maintain the opinion, which is also indorsed by Col. Needham, 
the Bank Examiner, that if Mr. Benyon had at first communicated with them 
in relation to his transactions with Weeks the whole. trouble could have been 
avoided. 

Mr. Benyon regrets the movements he made as deeply as do his directors, 
but says that he was gradually drawn into it little by little. He did not 
dare disclose his transactions to the directors until the imperative circum- 
stances of the case demanded a disclosure. His transactions with Weeks began 
about the middle of last August, when ‘the latter’s notes were thrown out of 
the Eliot Bank. | 

The failure of the Pacific Bank caused a run on the Central National 
Bank of that city on Saturday morning as soon as its doors were opened. 
It promptly paid over at the Clearing House $450,00c, the amount of the 
balance due other banks. The run upon it, however. was steadily maintained, 
and its banking rooms were being crowded all the morning. The officers 
announced that the bank would pay every dollar in full, and checks were 
cashed as fast as presented up to 11.30 A. M. At that hour the paying teller 
stopped cashing checks, and the directors went into consultation as to the 
best course of action. It was simply stated that they were considering the 
situation, looking over the balances, and that business would be resumed in 
the ordinary way in a brief period. Based upon these grounds, reports of the 
suspension of the bank flew all over the city, quickly swelling the crowd of 
depositors, with many other anxious inquirers. The Central resumed payment 
at 1.30 P. M., and confidence in its soundness has fully returned. 


REPORT OF TREASURER OF UNITED STATES. 


The Annual Report of United States Treasurer Gilfillan, showing the finan- 
cial operations of the United States Treasury for the fiscal year ended June 
30, 1881, was submitted to the Secretary of the Treasury to-day. The trans- 
actions of the Treasurer’s office for the year are summarized as follows: 


SUMMARY, 


The receipts of the Government show an increase over those for 1880, from 
nearly every source. The increase in the receipts from customs is $ 11,637,611 .42; 
from internal revenue, $ 11,255,011.59; from sales of public lands, $ 1,185,356.57 
and from miscellaneous sources, $3,177,702.01. The total increase is 
$ 27,255,681.59. which, added to a net reduction of $6,930,070.19 in ex- 
penditures, makes an increase in the surplus revenue of $34,185,751.78. 
The net revenues were $ 360,782,292.57, and the net expenditures were 
$ 260,712,887.59. The excess of receipts over payments was $ 100,069, 404.98, 
of which $51,401,801.05 was expended in the redemption of the public debt. 
The balance in the Treasury increased $ 48,667,603.93 from & 203,791.321.88 
at the beginning, to $252,458,925.81 at the end of the fiscal year. The 
amount expended on account of interest and premium on the public debt ran 
down from $98,552.895.53 in the fiscal year 1880 to $83,569,989.96, a re- 
duction of $14,982,905.57. The balance standing to the credit of disbursing 
officers and agents of the United States with the various officers of the Treasury, 
June 30, 1881, was $ 24,936, 307.88. 

The receipts for the fiscal year on account of the Post-Office Department 
were $ 39,757,664.72 and the expenditures $ 38,514,935.11, of which amounts 
$ 24,702,703.44 was received and expended directly by postmasters. 
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The unavailable funds of the Treasury stand at §$ 29,521,632.72, having 
been increased $9,425.87 since the last report, by reason of taking up on 
this account certain items previously carried in the cash. The unavailable 
funds of the Post Office Department account remain unchanged at $ 40,078.06. 

During the year fifty-four National banks were organized and twenty went 
into voluntary liquidation, leaving 2,136 doing business at the close of the year. 
No National bank failed during the year. The semi-annual duty accruing from 
National banks during the year was $ 8,493,552.55, all of which has been col- 
lected and paid into the Treasury, making the total amount collected by the 
Treasurer since the establishment of the National banking system in 1863, 
$ 108,855,021.90. At the close of the year there was held by the Treasurer 
in United States bonds $ 360,505,900 as security for the circulation of National 
banks, and % 15,295,500 as security for public deposits in National-bank deposi- 
tories. During the year $276,899,700 in bonds was deposited for these pur- 
poses, and $ 277,527,350 withdrawn, exceeding by far the transactions of any 
former year. These changes were chiefly due to the continuance of the five 
and six-per-cent. bonds at three and a half per cent., but were caused in con- 
siderable part by the substitution of the continued bonds for four and four and 
a half per cents. 

The United States currency outstanding at the close of the year was 
$ 362,539,437-.65. There was redeemed during the year $71,069,974.95, 
making the total redemptions since the first issue of currency §$ 2, 300,141,073. 36. 

United States bonds amounting to $85,304,050 were retired during the 
year. The aggregate amount retired by purchase, redemption, conversion 
and exchange from March 11,1869, to the close of the fiscal year is 
$ 1,983,344,800. Coupons from United States bonds of the value of 
$ 22,797,667.52 were paid during the year, and quarterly interest on regis- 
tered stock of the funded loans amounting to $$ 44,455,790.17 was paid by 
means of 305,101 checks, drawn payable to the order of the respective stock- 
holders and sent to them by mail. 

The amount of National-bank notes received for redemption during the year 
was $59,650,259. The aggregate redemptions under the Act of June 20, 
1874, have been $ 1,099,634, 772. 


STATE OF THE TREASURY, 


Comparing the condition of the Treasury September 30, 1881, with its con- 
dition on the same day last year, the most striking changes are the increase in 
the gold coin and bullion and standard silver dollars on hand and in the silver 
certificates outstanding. Deducting the gold certificates actually outstanding 
the gold belonging to the Government on September 3oth of the last four 
years was $ 112,602,622.20 in 1878, $ 154,987,371.29 in 1879, $ 128, 160,085.77 
in 1880, and $ 169,552,746.41 in 1881. In 1880 the gold ran down nearly 
$ 27,000,000, but this decrease was much more than overcome in 1881, when 
it increased more than $41,000,000, reaching the highest point ever 
attfined. This increase was largely due to the sale for gold coin in New 
York under the circular of September 18, 1880, of exchange on the West 
and South, payable in silver certificates. More than $23,500,000 in gold has 
been deposited with the Assistant Treasurer in New York on this account dur- 
ing the last fifteen months, exclusive of the amount deposited on ac¢count of 
standard silver dotlars. The gross amount of gold and silver coin and bullion 
held by the Treasury,‘without regard to the obligations outstanding against it, 
has ranged from %$163,969.444.70 in 1878, to $222,807,368.01 in 1870, 
$ 214, 303,215.38 in 1880, and $ 269,706,998.76 in 1881. The increase within 
the last year has been $ 55,400,000, of which $39,150,000 is in the gold and 
$16,250,000 in the silver. The increase in the gold has been greater and 
in the silver less in the last year than in any year since the coinage of the 
standard silver dollars began. The amount of United States notes on hand, 
which largely decreased during the two preceding years, has slightly increased 
during the last year, notwithstanding the urgent public demand for notes for 
circulation. The amount on hand above the amount required for the payment 
of Clearing-House certificates is $20,000,000, against $18,000,000 a year 
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ago. The amount now held is not more than sufficient for the reason- 
able requirements of the various offices of the Treasury. The Treasurer while 
freely furnishing new United States notes in redemption of old United 
States notes, and of National-bank notes, has endeavored to husband the sup- 
ply by the use of gold, standard silver dollars, and silver certificates in pay- 
ment of demands on the Treasury. 

The gross assets of the Government, including the funds held for the re- 
demption of gold, silver, and currency certificates, are $ 331,981,210.11, having 
increased more $64,000,000 during the last year, and being larger than on 
the corresponding date in any year since 1878. This increase is due in chief 
part, to deposits on account of silver certificates, which amounted during the 
year to $45.600,000. A large share of these certificates was issued for de- 
posits of gold, which directly increased the assets, while so far as they were 
issued in payment of demands on the Treasury they protected the assets to a 
like extent. 


THE RESERVE, 


In referring to the reserve held for the redemption of United’ States notes 
Treasurer Gilfillan says: ‘*There is no provision of law requiring a specie 
reserve for the redemption of United States notes. In preparation for resump- 
tion of specie payments, a fund was created in the Treasury under section 
3 of the Resumption Act of 1875 by the sale of $95,500,000 of bonds and 
the accumulation of surplus revenue to protect the outstanding notes. The 
amount of this fund has never been definitely fixed, but it has been main- 
tained at about forty per cent. of the United States notes cutstanding. 
It has usually been assumed that a reserve of forty per cent. is sufficient 
for the protection of the United States notes; but it is plain that under this 
method of computation the reserve is not merely forty per cent. of the liability 
represented by United States notes, but also 100 per cent. of all the other 
liabilities. So far as the gold, silver, and Clearing-House certificates are 
concerned, it is necessary under the laws authorizing their issue that their full 
amount should be set aside in gold, silver, and United States notes, respect- 
ively, as funds for their redemption, but as to the other liabilities no such 
obligation exists, and it is submitted that no higher reserve is required for their 
protection than is required for the protection of the United States notes. In 
the changed condition of trade and commerce, unless some calamity shall over- 
take the Nation there seems to be no probability of a run upon the reserve 
of the Treasury. The total demand for coin in redemption of United States 
notes has aggregated, since resumption, only $ 12,029,086, and no* notes what- 
ever have been presented for redemption since February, 1881. Should there 
ever be a run on the specie reserves of the Treasury the United States notes 
will be made the basis of the demand, and not the other matured obligations 
which compose the very varied current liabillties of the Government mentioned 
above.” 

The excess of assets over the demand liabilities of the Government other 
than United States notes is shown by a tabulated statement to be 
$146,443,491.77. ‘* Considering these liabilities as a whole, it is clear that 
whatever percentage of reserve will protect the United States notes will 
protect the other liabilities.” The Treasurer is of the opinion that a 
uniform percentage should be fixed for all the current liabilities other 
than the three classes of certificates, and that the excess of cash in the 
Treasury should be expended from time to time in the purchase or redemption 
of the public debt, according to some definite and publicly announced plan. 
Should this be done the policy of the Department would cease to be a subject 
of speculation, and the influence of the Treasury on the money market would 
be reduced to a minimum, It is shown by Mr. Gilfillan that while the 
present nominal reserve of the Treasury held exclusively for the protection of 
United States notes has, since January I, 1879, ranged from 36.2 per cent. 
to 44.5 per cent., and has averaged for that period 41.1 per cent. of the out- 
standing United States notes, there has really been for the same period a 
reserve of cash against all demand liabilities, including United States notes 
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and excluding the amount of outstanding coin and currency certificates from 
both sides, of from 40.5 per cent. to 55.7 per cent., which has averaged 51.6 
per cent. ; in other words, the reserve, as it has been maintained exclusively 
against United States notes, has been kept some $46,000,000 in excess of 
what it would have been had the same percentage been applied in computing 
the reserve to be held against all demand liabilities, excluding coin and cur- 
rency certificates. 

At the present time the percentage of the surplus cash to the United States 
notes is only 40.1 per cent., while the percentage of the total cash to total 
liabilities (excluding certificates from both sides) is 54.1. Should forty per 
cent. be fixed upon as a sufficient reserve for all the liabilities, the cash 
required to be held would be less than $181,00C,000, instead of the 
$ 244,731,000 now held. Nearly $64,000,000, or, excluding $26,000,000 frac- 
tional silver coin not a full legal tender, $38,000,000, might gradually be 
applied to the extinguishment of the public debt. 

The following is a summary of the transactions of the Treasury with the 
Clearing House in New York, during the last fifteen months: 

Cash paid to the Clearing House, in settlement of balances against the 
Treasury, % 345,471,775.94, less cash received ;from the Clearing House, n 
settlement of balances in favor of the Treasury, $ 5,673,7 / Sm ghecks on 
banks sent to the Clearing House, $112,482,515.84; net amount of cash and 
checks sent to the Clearing House, $ 452,280,576.56; checks on the Assistant- 
Treasurer United States, New York, received from the Clearing House, 


$ 452,280, 576. 56. 
STANDARD SILVER DOLLARS. 


The total amount of standard silver dollars coined to September 30, 1881, 
under the act of February 28, 1878, is $ 98,322,705, of which $ 32,373,426, or 
nearly 33 per cent., is in circulation, and $65,949,279 remains in the Treasury. 
The amount coined during the last year was $ 27,753,955, of which $9,589, 420, 
or a little more than 34% per cent., went into circutation, and $18,164,535 
remains in the Treasury. The average monthly coinage has been $ 2,287,000, 
and the average net monthly issue, $753,000. 

There was a large increase during the fiscal year in the amount of silver 
certificates in circulation; the amount outstanding at the close of the year 
being $ 51,166,530, as compared with $12,374,270 outstanding June 30, 1880. 
The Clearing-House certificates outstanding at the close of the fiscal year 
amounted to only $11,615,000; the smallest amount outstanding at the close 
of any fiscal year since their issue began in 1873. 

The amount of fractional silver coin in the Treasury, which on September 
30, 1880, was $24,723,892.68, steadily ran up until August 1, 1881, when it 
reached $ 27,295,486.63. Within the last two months it has decreased, in 
consequence of the heavy shipments from the Treasurer’s office, and now 
stands at $ 26,343,477-17, an increase of $1,619,584.49 in the last year, but 
a decrease of $952,009.46 since August I. 

The amount of minor coin in the Treasury, which steadily increased from 
$157,000 in 1876 to $1,524,000 in 1879, is shown to have greatly decreased 
in the last two years. The amount now on hand is $552,585.06, as com- 
pared with $ 1,063,665.22 on September 30, 1880, and $1,524,700.57 on the 
corresponding date in 1879. 

The Treasurer says on the subject of mutilated currency that the rule 
subjecting mutilated United States currency, on its redemption, to a discount 
proportioned to the part lacking, is based on a false analogy to coined money, 
is unjust to the public and expensive to the Treasury, and should be 
modified. 

During the year ending September 30, 1881, there were redeemed and paid 
for, by the Treasurer’s office, called United States bonds, on which interest had 
ceased, of the face value of $75,223,200. The proceeds, including interest, 
amounted to $76,556,772.36. United States bonds to the amount of 
$ 28,327,650 were purchased during the year for the sinking fund, at a cost, 
including accrued interest and premiums, of $ 29,083,821. 36. 
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The semi-annual duty assessed upon and collected from the National banks 
by the Treasurer of the United States for the fiscal year is as follows: 

On circulation, $3,121,374.33 ; on deposits, $4,940,945.12 ; on capital, 
$431,233 10; total, $8,493,552.55. This is the largest amount of semi- 
annual duty assessed and collected in one year since the establishment of the 
National banking system. 

The Treasurer regards the requirement of the act of 1849, that the public 
moneys shall be deposited in the Treasury without diminution in any way as 
most salutary and important, and believes that there is no sufficient reason for 
excepting from it the public moneys collected by the Post-Office Department. 
To secure efficient control and uniform accountability, the revenues of the Post 
Office Department shculd, in the Treasurer’s opinion, be deposited like all 
other revenues, without abatement, to the credit of the Treasurer’s regular 
account, and be drawn out only on the warrant of the Secretary of the 
Treasury, based upon the requisition of the Postmaster-General. 


SS Se 


THE REDEMPTION OF NATIONAL-BANK NOTES, 


Relative to the redemption of National-bank notes, Treasurer Gilfillan says: 
‘¢ Aside from the mere difficulty of properly apportioning the expenses of re- 
demption the Treasurer is more firmly than ever of the conviction that the power 
now possessed by the National banks of throwing up their circulation at will 
is wrong in principle, unnecessary, and dangerous. Under a sound system of 
currency the circulation can be reduced only by the act of the holders in 
presenting it for redemption. Under the present system the issuers can sud- 
denly and arbitrarily contract it to any extent, and it may be for their interest 
to do this when there is a legitimate demand for all the currency in circula- 
tion, or even more. There may be—in fact often is—a profit to the bank in 
withdrawing and selling their bonds, when the circulation is already deficient. 
A bank, having issued circulating notes, should be held responsible for them 
until they are redeemed or it goes out of business. There is no sound reason 
why, while continuing to do business, it should be permitted to throw the 
burden of the redemption of its promissory notes upon the United States, and 
there is no obligation resting upon the United States to assume that burden. 
The privilege of surrendering circulation by depositing lawful money for its 
redemption is not necessary to correct redundancy in the circulation, since any 
real redundancy will be naturally corrected by the return of the notes by the 
holders. If a bank finds that its issues are being redeemed so rapidly as to 
destroy the profit, the obvious remedy is to refrain from reissuing the redeemed 
notes and to retire them, as permitted by section 5167 of the Revised 
Statutes, which provides for their surrender in sums of § 1000. Nor would 
the withdrawal of the privilege’ prevent banks from winding up their business 
and going into liquidation, inasmuch as the surrender of circulation by liqui- 
dating banks is made under prior and distinct provisions of law (sections 5220, 
§221, and 5222, Revised Statutes.) 

In concluding his report the Treasurer urges that the salaries of persons 
employed in his office shall be raised, They were considerably reduced by the 
act of August 15, 1876. 
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SAVINGS-BANK RuN.—The failure of the Mechanics’ National Bank of 
Newark caused a run on the Howard Savings Institution of that city. The 
deposits amounted to $3,500,000, against which the bank held $ 2,500,000 of 
Government bonds. The money to pay depositors was raised on bonds, and 
it was Officially announced in Wall Street that funds to any amount were at 
the bank’s command. The run took out over $200,000. The deposits so re- 
moved of course lost the claim to the interest due January I, amounting to 
more than $5,000. The run on the bank soon subsided. 

















INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. Escrow. 


Mr. A sent C for collection a deed for $950, to be delivered to B on his 
paying that amount. The next day C received a letter from B enclosing 
a draft for $950, and saying remit to Mr. A, as soon as he found that 
abstract was ‘*‘O. K.,” and to notify Mr. A to that effect. In the same mail 
C received a letter from A, asking for a return of the deed. 

C held both deed and money a few days, notifying A of B’s request, and 
B of A’s request. Both were very urgent in their demands. C _ finally 
returned the deed. Was he justified in so doing? 

REpLY.—Washburn states the rule very clearly that ‘‘after a deed has been 
delivered as an escrow, it is no longer revocable by the maker, but the same 
will take effect whenever the condition has happened or been complied with 
upon which it is to be finally delivered.” Real Property, Vol. Il, p. 612, 
2d ed. A having delivered the deed to C had no right to recall it, unless 
the abstract was’ found defective and B was unwilling to accept it. Of course 
it follows that C had no right to return the deed to the maker. In the 
statement sent to us, the writer says that ‘‘ Both were very urgent in their 
demands.” This we suppose to mean that A was very urgent to have the 
deed returned, and that B was very urgent to receive it. If this be the 
meaning of the language, it very clearly was the duty of C to pay the money 
to A and deliver the deed to B. (See Worrall v. Munn, 1 Seld. 229.) 


II. DEpPosIT ACCOUNT. 


Is there any reason against receiving money in the name of a company, and 
having the checks signed by it without the name of any officer ? 

REPLY.—Morse says that in receiving deposits and opening accounts a bank 
is free to choose whom it will as customers, but is silent in respect to the 
name or style in which an account should be kept. For the company’s safety 
it would seem to be essential that in keeping its account it should act through 
its properly-constituted manager. Furthermore, a corporation cannot sign its 
own name; the signature must be by some person, and it ought to appear who 
is responsible for the corporate signature. 


II..—CHECKS DATED AHEAD. 


To settle a purchase payable on a future day, the buyer tenders his check 
dated on that day. The seller refuses it, on the ground that a check dated 
ahead is worthless in law. What foundation is. there for this theory? It is 
a new one to me. 


REPLY.—‘‘ There is no question,” says Morse, ‘‘but that a post-dated check 
is in the United States a perfectly legal and proper instrument.” Aanks and 
Banking, 24 ed., 372. And Story says that ‘‘it makes no difference in point 
of law as between the parties whether a check be ante-dated or post-dated ; it 
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is still payable on its presentment, at any time after the date.” Promissory 
Notes, § 490; Harker v. Anderson, 21 Wend. 372. In the case of an ordinary 
check the element of time usually appears between accepting its acceptance 
and receiving the money. When a post-dated check is given a longer period 
of time may elapse before receiving the money, but the nature of the check is 
the same. 

Probably the seller may entertain the view above mentioned, from not un. 
derstanding perfectly how the law regards the acceptance of an ordinary check 
by the payee. A creditor may, if he pleases, accept a check in absolute dis- 
charge of the debt; but there is no presumption that he takes it in pay- 
ment ; on the contrary, the implication is that it is only to be regarded as pay- 
ment if cashed. 2 Dan. on Neg. /nst., § 1623. The law has been well expressed 
by the Supreme Court of Massachusetts: ‘‘A check is merely evidence of a 
debt due from the drawer. Whether it shall operate as payment or not de- 
pends upon two facts ; first, that the drawer has funds to his credit in the bank 
on which it is drawn; and second, that the bank is solvent, or, in other 
words, pays its bills and the checks duly drawn upon it on demand. The re- 
ceipt of a check, therefore, before presentment, if there is no laches on the 
part of the holder, is not payment of the debt for which it is delivered.” 
Zaylor v. Williams, 11 Met. 44. 


IV. EFFECT OF ASSIGNMENT ON DEPOSITS. 


A customer gave out several checks to different parties, with money enough 
in bank to pay the same. They were not presented for payment immediately, 
and at a later period the parties who drew the checks failed, and made an 
assignment after banking hours. The next morning the assignee served a 
notice on the bank forbidding the payment of the checks. Is the bank 
obliged to pay attention to the notice of the assignee, or can it pay the 
checks without harm to itself? 

RepLy.—The bank has no right, by the law of New York, to pay the checks. 
In the case of the First National Bank v. Gisie 72 Penn. 13, the check was 
made the 27th of March, the 3d of April the maker failed, and two days 
afterward the payee presented the check to the bank for payment. The 
Court held there had been no appropriation of money to the payee, and that 
the funds in the bank belonging to the maker of the check passed to his 
assignees. The same rule had previously been laid down in New York, in 
Lunt v. Bank of North America, 49 Barb. 221. The Court in that case con- 
sidered the question more elaborately, and declared that a check drawn in the 
ordinary, general form, not describing any particular fund, and containing only 
the usual request directed to the bank to pay to thé order of the payee 
therein named, was the same in legal effect as an inland bill of exchange | 
and did not amount to an assignment of the funds of the drawer in the bank. 
The plaintiffs in that case were the assignees of the makers of two checks 
which were payable to the Bank of North America. When the makers failed, 
notice was sent of the assignment to the bank on which the checks were 
drawn, but the money was paid over, the lower court having decided that it 
could be legally done. But the Supreme Court reversed the decision, and 
the payees were obliged to refund the money to the assignees. In 1877 the 
cases were reviewed in A/torney-General v. Continental Life Ins. Co., 71 N. 
Y., 325, and the rule previously laid down in Lunt v. Lank of North America 
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was declared to be the settled law of the State. Ch. J. Church in giving 
the opinion of the Court says: ‘‘This doctrine accords with the relations 
between the parties. Banks are debtors to their customers for the amount 
of deposits, A check is a request of the customer to pay the whole or a 
portion of such indebtedness to the bearer, or to the order of the payee. 
Until presented and accepted, it is inchoate; it vests no title or interest, 
legal or equitable, in the payee to the fund. Before acceptance the drawer 
may withdraw his deposit; the bank owes no duty to the holder of a check 
until it is presented for payment.” 

Although the law has been thus clearly established in New York, the Fed- 
eral Courts, in two recent cases, have disregarded it. Judge McCrary of the 
United States Circuit Court for the Eastern District of Missouri, in German 
Savings Institution v. Adae, said: ‘There is certainly no good ground for 
holding that a check or a draft drawn upon a fund in bank is not an equit- 
able assignment as between the drawer and the payee; and in a case where 
there is no controversy as to the rights of the bank or drawee, it does not 
lie in the mouth of the drawer or his assignee to say that such an instru- 
ment is not an equitable assignment.” The court referred to the New York 
cases, previously cited, in which the opposite view was maintained, thus it is 
very clear that a known irreconcilable opinion prevails in the different courts 
on this subject. Still more recently, Judge Miller, of the United States 
Supreme Court, sitting in the United States Circuit Court for the Western 
District of Missouri, in the case of the First National Bank of Cincinnati v. 
Coates, set forth the same view as that entertained by McCrary J. As both of 
these cases may be found in the BANKER’s MAGAZINE, the last named in the 
present number, and the other in October, we forbear saying anything further 
about them. From this review of the law, it is evident that the rights of the 
parties would be differently established by the Federal than by the State 
Courts. 


V. FEES OF NOTARY. 


A correspondent writes that hardiy two notaries charge the same for pro- 
testing, and wishes to know why, and whether the fee should not be the same 
in the United States? 


REPLY.—The fees vary, because they are fixed by the legislatures of the 
various States. 





VI. Lost Nores. 


The answer to an inquiry concerning the liability of parties to lost notes has 
been answered elsewhere. (See p. 419.) 





ORIGIN OF RECENT SPECULATIONS.—‘‘There is good reason to believe,” 
says the Boston Commercial Bulletin, “that the gigantic speculations in bread- 
stuffs, provisions and cotton really do not originate in New York or Chicago, 
but have their center and starting point in London. It was from that great 
center that the monetary stringency went forth to Paris, Berlin and New York, 
and it is notorious that British capital controls the cotton markets of the 
world.” 
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BANKING AND FINANCIAL ITEMS. 





TRANSFER OF Bonps.—It has been customary for the United States Treas- 
urer upon receipt of bonds properly assigned to him, in exchange for other 
bonds on file with him as security for National-bank circulation, to surrender 
the bonds on file pending the transfer of the new bonds on the books of the 
Department, during which transfer the bonds are not in his possession. Being 
recently advised that if such bonds are lost or mislaid in the Department he is 
personally responsible, the Treasurer has just issued the following circular on 
the subject : 

‘* WASHINGTON, November 11, 1881, 


‘In the matter of the loss of a $500 registered bond in the name of the 
Treasurer in trust, as security for circulating notes of a National bank, which 
bond was lost in the Department without fault on the part of the Treasuer or 
of his assistants, in the process of continuance at three and a half per cent., 
the Treasurer, having been enjoined by the Secretary of the Treasury that, in 
accordance with a decision rendered by the Comptroller of the Treasury, a 
duplicate may issue only upon the filing of a bond of indemnity in double the 
amount involved, executed by the Treasurer with two sureties, whose sufficiency 
must be proven : 

‘¢It is therefore ordered that no bonds deposited as security for circulation 
or public deposits shall hereafter be surrendered or allowed to pass from the 
custody of this office, except upon the surrender of circulating notes, deposit of 
lawful money, deposit of other bonds in the name of the Treasurer of the 
United States in trust, or in the case of a depository bank, upon the order 
of the Secretary of the Treasury. (Signed ) 

‘*JAMES GILFILLAN, Zveasurer United States.” 


REDEMPTION OF CONTINUED BonpDs.—The following circular relative to 
the redemption of United States three-and-a-half-per-cent. bonds has been 
issued by the Treasury Department : 

‘WASHINGTON, D. C., November 4. 


**Notice is hereby given that on Wednesday next, and on each Wednesday 
thereafter through the present month, and until otherwise ordered, the De- 
partment will redeem, at the office of the Assistant Treasurer of the United 
States at New York, paying par and interest accrued to the date of re- 
demption, any uncalled United States bonds continued to bear interest at 
three and a half per centum per annum to an amount not exceeding two 
millions of dollars ($2,000,000) on each day mentioned. 

( Signed ) ‘‘H. F. FRENCH, Acting Secretary.” 


REPORT OF THE COMMISSIONER OF Customs. — The annual report of Com- 
missioner of Customs Johnson, containing a statement of the work performed 
in his office during the fiscal year ended June 30, 1881, was to-day sub- 
mitted to the Secretary of the Treasury. It shows that there was paid into 
the Treasury from sources, the accounts relating to which are settled in his 
office : $ 200,109,936.38, and that there was paid out of the Treasury on ac- 
counts under the supervision of the Commissioner $18,499,412.09. The report 
is accompanied by a statement of the transactions in bonded goods during the 
year as shown by the adjusted accounts, from which it appears that at the 
principal ports the balances on bonds to secure duties on goods remaining 
in warehouse June 30, 1881, were as follows: Boston and Charlestown, 
# 3,738,929.17; Baltimore, $ 151,236.13; Chicago, $173,647.74; New Orleans, 
$ 231,824.51; New York, $17,331,052. 75; Philadelphia, $1,016,197.87; San 
Francisco, $ 1,065,021. 79. 
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INTEREST PAID TO BANKs.—The average rate of interest now paid by the 
United States upon the bonds deposited as security for circulating notes is 
about 3.7 per cent. upon'the par value. If the interest were computed upon 
the bonds at their current market value, the rate of interest would be less than 
three and one-quarter per cent. 


SMALL BILLs,—The New York, banks report an unusual demand for small 
bills; also a growing disposition for increase of circulation, 


THE ISSUE OF SILVER CERTIFICATES.—The Treasury Department, owing to 
the relatively small stock of silver dollars now on hand, has suspended the ex- 
change of silver certificates for gold coin or bullion, The .law authorizes the 
holder of silver bullion to deposit it in the Treasury and take out certificates. 
Two years ago the question was raised whether any one could take out gold 
from the Treasury and put in silver certificates. It was found that under the 
rule of the Department, by which any person to whom payments are due may 
receive the amount due in the currency of his choice, those to whom silver dol- 
lars were paid immediately redeposited them and took out silver certificates. 
It was accordingly decided to allow persons to deposit gold, and upon such 
deposits silver certificates were issued; the Treasury at the same time holding 
an amount of standard silver dollars equal to the amount that had been thus 
deposited. This practice has been continued to such an extent that there are 
now outstanding, of silver certificates issued under these conditions, the amount 
of $66,327,670. Against this the Treasury holds in silver $66,576,378, leav- 
ing only 24,800 silver dollars in the Treasury which are not represented by 
outstanding certificates, and for this reason the: Treasury has seen fit to re- 
scind the order under which this issuance of silver certificates against gold 
coin was authorized. These $66,000,000 of silver certificates, however, do 
not represent the entire amount of silver dollars outstanding The mint has 
coined something like 100,000,000 of silver dollars. There is in the Treas- 
ury of silver certificates not represented by the $66,0c00,c00o above named, 
$ 7,488,900. The total amount of standard dollars actually in circulation is 
about $40,000,009. The mint for more than a year has been coining 
the minimum amount authorized by the silver dollar law, $2,000,000 per 
month, 

A prominent Treasury official has said that the recent circular suspending 
the exchange of silver certificates for gold coin or bullion would undoubtedly 
lead to much embarrassment in the South-West, when the cotton crop has to be 
paid for. ‘‘ The practice has been for the brokers or other persons in New 
York, who dispose of the cotton crop for the planters, to deposit gold in 
the New York Sub-Treasury, and upon notice of this fact, Treasurer Gilfil- 
lan here would authorize the Sub-Treasurer at New Orleans to issue an equal 
amount of silver certificates, which would be used in paying the expenses of 
gathering the cotton crop. The demand for this exchange has been very heavy 
for three years past during this season of the year. The demand begins early 
in the autumn and continues until the early part of January. Now the only 
way which the planters can get the silver certificates is to pay the cost of 
transporting the silver from New York, and depositing it with the Sub-Treas- 
urer at New Orleans and receiving in return silver certificates.” The following 
is the order which has been issued : 

TREASURY DEPARTMENT, SECRETARY’S OFFICE, 
WASHINGTON, D. C., Nov. 1, 1881. 

Until further notice the exchange of silver certificates for gold coin depos- 
ited at the office of the United States Assistant Treasurer at New York will 
be suspended, and Department’s Circular No. 75, of September 18, 1880, is 
hereby modified accordingly. (Signed) H. F. FReNcH, Acting Secretary. 


CONFEDERATE BONDsS.—The value of the assets of the late Confederate 
Government is placed by the New York Herald at $ 40,828,992; $ 11,000,000 
of this amount being in the United States. Parties have scught to obtain con- 
tracts to recover some portion of this money, but the only instance in which 
they were successful was a case in which the amount involved was $ 100,000, 
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but as the expenses of the suit ran up to $95,000, and the Government re- 
covered only $5000, tbere was no encouragement to bring further suits. The 
English firm of Fraser, Trenholm & Co, is liable for $9,670,000. This firm 
is said to own property in South Carolina and Georgia valued at $14,000,000, 
but no steps have been taken to attach it. The schedule of Confederate 
property abroad includes $11,000,000 deposited in Vienna, Frankfort, Amster- 
dam, Paris and London, iron works in Scotland, rifle-cannon machinery valued 
at $1,000,000, seven tons of specie, a Danish frigate, and $983,000 in the 
hands of a Paris agent. The property in the United States consists of iron 
works and lands, flouring mills, machine shops, foundries aad railroads in 
Marion and Davies Counties, Texas, and in northern Alabama, and cotton 
shipped from Memphis, Brownsville, Galveston and Matamoras, after the close 
of the war. The purchase of Confederate bonds is presumed to be owing to 
a belief that these assets in some way can be recovered by the holders of the 
worthless Confederate bonds. 


SILVER DOLLARS IN CIRCULATION.—During the week ending November 
12th, 442,500 standard silver dollars were placed in circulation, against 373,994 
during the corresponding period in 1880, 


CLEARING HovusgEs.—In the United States there are twenty-six Clearing 
Houses, while in all the rest of the world there are but six. 


A PROFITABLE CoMPANY.—The total of dividends of the Calumet and Hecla 
Mining Company, including the five dollars per share payable November 15th, 
is $ 20,350,000. 


SPECULATION IN PETROLEUM.—The main operator in the present petroleum 
speculation is the Standard Oil Company monopoly, which works up the price 
of crude oil on the outsiders, and puts down the price of the refined article, 
and they are soon left without an occupation. The following table shows the 
range of prices for crude petroleum per barre! for several years: 


Year. lighest, Lowest. Year. Highest. Lowest. 
1868.... $5 50 . $1 80 - sG7s.... $2 Go ‘ 80 

1869.... 7.00 P 4 00 - 1876.... 4 25 $1 50 

1870.. . 490 ' 275 “ 1577...- 3% , t 52% 
ae 5 00 : 3 25 ee ae 187% . 78% 
1872.... 4 60 ‘ 3 00 - 1879.... 128% . ' 63% 
Misses 8S : -75 - 1880.... 1 26 ; 71% 
1874.. 235. . a 1881... I 00 ; 73/4 


BANK ROBBERY IN CONNECTICUT.— Three masked burglars robbed J. 
Hutchinson & Co.’s safe, in Branford, of $500, November 1, at night. They 
bound and blindfolded Charles B. Hill, a partner, who slept in the store, and 
made him undo the combination; then they went to New Haven, and fled to 


New York. 


VIRGINIA DEFERRED BoNnps.—These were issued by the old State, before 
the war, for internal improvements and various other purposes. When the 
geographical division occurred, the old Dominion assumed two-thirds of the 
debt, and the other third was transferred to West Virginia. The amount set 
aside for West Virginia is about $12,000,000, with accrued interest for some 
ten and a half years. These deferred bonds were put out in 1871 and funded, 
but have not been funded since except for interest. There are some who believe 
that West Virginia is holden for the whole $12,000,000, although that State 
claims she ought to pay only $ 1,000,000. 


CALIFORNIA.—The Marysville Savings Bank of California has suspended, 
owing depositors $445,894. Outstanding loans on real estate, $33g,100. It 
owns real estate valued on the books at $108,515. Nearly all of this the 
bank was forced to purchase on foreclosures. The business of the bank was 
confined to loans on real estates. It was incorporated in 1869 on a purely 
mutual basis. The first dividend of ten per cent. to the creditors will prob- 
ably be paid next month. No fraud is suspected, and shrinkage in real estate 
is the cause of the suspension. 
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CONTINENTAL MOoONEy.—Continental money, says an exchange, will soon 
have a marketable value, and the memories of Yorktown will be appealed to 
in order to secure its recognition. 


THE NORTH CAROLINA DEBT.—The Treasurer of North Carolina reports 
that over $8,000,000 of the old North Carolina bonds have been funded into 
new four per cents. under the compromise act of March, 1879, which limits 
the time for the exchange to January 1 next. There is about $4,000,000 
= the oid debt still unpresented, the holders not having availed themselves of 
the act. 


JESSE BALDWIN’s Go.pD.—Mr. Jesse Baldwin, of Youngstown, Ohio, had 
$17,000 in United States bonds. He applied at the Treasury Department, 
Washington, for their redemption in gold. It was counted out to him, and 
then he recounted it, to the amusement of a number of bystanders. He 
found that eighty pounds was too heavy a weight to carry in his hands to 
his home, he therefore concluded to ship it by express, and it reached its 
place of destination in due time, and so did the old man. Shortly afterward 
robbers relieved him of his burden. 


ROBBERS OUTWITTED.—A story is told by the Guelph Herald of a well- 
known bank man, belonging to Harriston, who reached Guelph Station last 
week on the G. T. R. midnight train from Toronto. He had in his posses- 
session four packages of bank notes containing $10,000 each, $ 40,000 in all. 
While on the train he noticed that he was being watched by two suspicious- 
looking men, so he induced the conductor to hold the train while two men 
were sent for to escort him to the Royal Hotel. His two trackers followed 
him to the Royal, but were refused admittance. By judicious forethought, it 
is probable that he saved his money. 


CANADA.—The total amount of Dominion notes in circulation on October 
31st was $14,872,924.45; excess of specie and guaranteed debentures, 
$ 1,880,986.54; excess of unguaranteed debentures, $845,306.66, making 
a total excess of ‘$2,734,293.20. During September the total value of 
goods entered for consumption, exclusive of British Columbia,was $ 9,665,118, 
and the duty collected $2,055,851.22. The total value of dutiable goods 
was $7,876,138; of coin and bullion, except United States silver coin, 
$6444, and of free goods, $1,782,536. The total value of goods exported 
from the Dominion during September was $11.771,123. Foreign produce 
—values of various descriptions of goods exported were: Produce of 
the mines, $202,689; produce of fisheries, $745,997; produce of forests, 
$ 3,312,267; animals and their produce, $3,016,320; agricultural products, 
$ 4,062,625, manufactures, $402,134; miscellaneous articles, $53,091. The 
official statement of banks acting under a charter for the month ending Octo- 
ber 31st shows total liabilities of $ 13,719,945.51 5; total assets, $ 211,551,265. 33, 

The parties controlling the Act incorporating the chartered Bank of London 
and North America, will ask Parliament at the next session for a change in 
title, by making it read ‘‘London and Winnipeg,” with permission to reduce 
the capital to one million dollars, and to change the head office from Mon- 
treal to Winnipeg. 


Mexico.—The latest news from Mexico is most favorable to the credit of 
the new administration. The annual $300,000 for the extinguishment of the 
claims allowed to citizens of the United States is ready and will soon be 
sent here to be delivered to the Government. The first subsidies to railroads 
have been promptly paid, while the fund for this purpose is said to be gradually 
increasing. The tax decreed on the landed property to pay the Government 
railroad obligations has been so modified as to meet the approval of the peo- 
ple, yet, at the same time, the amount produced from this source will not be 
less than the original estimate. 


NATIONAL BANK IN MExXICO.—Mexico is to have a National bank. It is to 
be located in the City of Mexico, and may establish branches elsewhere. The 
bank begins operations with $3,000,000 capital. 
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CANADA’S LIABILITIES.—The London L£conomist has taken some trouble to 
ascertain the approximate amount of Canada’s indebtedness to Great Britain, 
and has arrived at the conclusion that the Dominion, Provincial, Municipal 
and corporate liabilities are about £ 70,000,000 sterling, which, at an average 
rate of interest of 44, would give £ 3,150,000 sterling, or nearly sixteen mil- 
lions of dollars as the amount to be annually remitted to England in payment 
of interest. The total exports to Great Britain in 1880 of goods, the produce 
of Canada, amounted to about thirty-five millions of dollars, so that very 
nearly the one-half would have been required to pay our indebtedness, 
irrespective of imports. The LZconomist, however, further points out that the 
borrowing is going on, and it is very obvious that it is likely to continue, as 
the money for the construction of the Canadian Pacific Railway will probably 
be largely supplied by Great Britain. It is tolerably clear from the above 
facts that it is a complete delusion to base any calculations on a_ supposed 
*‘balance of trade,” founded on the official returns of imports and exports. 


DEFACING CoINs.—A new mode of defacing silver coins has come to light. 
Quack doctors and patent-medicine men are utilizing the silver coinage of the 
country to bring to the attention of the public their wares. One side of the 
coin is just as it comes out of the Mint. The other side has stamped upon 
it in black letters the advertisement that is desired to be circulated. There is 
no difficulty in passing these coins, as the person who has them passed upon 
him can in turn readily get rid of them by placing them in payment with the 
unmutilated side uppermost on the counter. 


HayTi’s NEw ComINAGE.—The WHaytian Government has issued a decree 
declaring that, as confusion reigns n the monetary system of the republic and 
unity of coinage is required, therefore, it is ordered that national coin be 
created of pieces containing nine parts of gold and one of alloy, which coin 
shall be called a ‘‘gourde,”’ and each ‘‘gourde ” shall contain 100 centimes. 


GREEK BRIGANDS AND THEIR EXACTIONS.—The British Government has just 
published a report of the number of British subjects taken by brigands and 
held for ransom during the last twenty years. Since 1860 there have been 
fourteen such acts of brigandage in which Englishmen were sufferers. Two of 
these were in Mexico, two in Italy, two in Greece, four in Spain, one in Sicily, 
and two in Turkey. Ferhaps the coolest act on the part of the brigands was 
the capture of Mr. Forester Rose, who was gobbled up close to the railway 
station at Lecara, near Palermo, Sicily. The: bandits asked at first £ 5,000 for 
his release, but eventually Mr. Rose obtained his liberty on the lump payment 
of a beggarly £ 1,600, though other expenses attending the treaty for his 
delivery amounted to 20,000 lire more. Five thousand pounds have been 
demanded of the Italian Government, but so far without repayment or com- 
pensation to the sufferer. In Spain, in 1871, an Englishman, with his wife 
and a lady companion, was bagged by Spanish brigands near Denia, but got 
off quite cheaply with a ransom of £ 200. But Mr. Arthur Haseldin was by 
no means so lucky. He was taken in the Sierra Morena, in Spain, in 1874, 
and 4,000,000 reals, about $200,000, was the sum fixed on by his greedy cap- 
tors for his release. Before Haseldin was out of the clutches of these extor- 
tionate thieves they made quite a pretty penny out of him, some §$ 35,000. 
In 1870, not far from Gibraltar, two Englishmen were captured, and the Gov- 
ernor of Gibraltar paid $27,000 for their release. The most terrible of all 
the cases was the capture, in 1870, of Lord and Lady Muncaster, Mr. Her- 
bert, Mr. Vyner, and a Mr. and Mrs. Lloyd and child, not more than twelve 
miles from Athens. Fifty thousand pounds was at first asked by the brigands, 
then £ 25,000 and an amnesty. It ended with the murder of Herbert, Vyner, 
and Lloyd. The King of Greece gave Mrs. Lloyd £1,000, and the Govern- 
ment an indemnity of 4 10,000. Within the last few years the English Gov- 
ernment have advanced something like £25,000 for ransoms, and it has 
recently announced that the ransoming of its subjects who may have been cap- 
tured. must not be taken -s a precedent for the future, as no such ramsom 
money will be here:fter provided by the Government. 
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Loss oF PRECIOUS METALS BY ABRASION.—In considering the supply of gold 
and silver to meet the monetary demands of the world, the loss of the pre- 
cious metals by friction must be taken into the account, inconsiderable as it at 
first may appear. It is stated that the English sovereign at the end of twenty 
years, has lost so much by attrition that it requires to be returned to the 
Mint. Professor Soetbeer, of Goettingen, after elaborate researches concludes 
that the annual loss on coins by friction alone, reaches 1,763 pounds of gold 
and 101,384 pounds of silver. The loss of the precious metals by use yearly 
in the arts is estimated by Soetbeer at 184,630 pounds for gold and 1,038,084 
pounds for silver. He calculates that the arts have consumed in the last fifty 
years nearly one-third of the total production of the one metal and over one- 
fourth of that of the other. 


MANUFACTURE OF BANK OF ENGLAND NOoTEs.—Bank of England notes are 
made from pure white linen cuttings—never from rags that have been worn. 
So carefully is the paper prepared that even the number of dips into the pulp 
made by each individual workman is registered on a dial by machinery, and 
the sheets are carefully counted and booked to each person through whose 
hands they pass. The printing is done by a most curious process within the 
bank building. There is an elaborate arrangement for securing that no note 
shall be exactly like any other in existence; consequently there never has 
been a duplicate bank note except by forgery. The stock of paid notes for 
seven years is said to amount to 94,000,000, and to fill 10,000 boxes, which, if 
placed side by side, would cover over three miles in extent. 


SS 





PUBLIC DEBT OF THE UNITED STATES. 


We append the most prominent features of the monthly debt statement: 
INTEREST-BEARING DEBT. 



































Dec. 1, 1880. Dec. 1, 1881. 

Bonds at alk POF COME ic ccc ccccccccccccs $ 213,521,550 oe * $159,452,500 
Bonds at five per cent...........c.-00e 499,651,050 a *® 401,504,900 
Bonds at four and a half per cent....... 250,000,000 anes 250,000,000 
Bonds at four per cent.... ......ccccce 733,404,450 send 738,768,550 
Refunding certificates........ ...eeseee 943,350 ow 579,250 
Navy pension fund......ccccco-cce cee 14,000,000 — 14,000,000 
Total principal......... gibt catia’ $ 1,686,520,400 een $1,564,305,200 
ee i ites. cenwicoe seneces 18,104,358 eeee 12,892,415 

DEBT ON WHICH INTEREST HAS CEASED SINCE MATURITY. 
ED ia etininrgcin Sui Miinbigahdinae! eh $5,518,085 otis $ 10,648,315 
RS 5 ah cate ithih wile eer Steals diisia 749,376 wie 724,165 
DEBT BEARING NO INTEREST. 
Old demand and legal-tender notes .... £346,741,796 wa $ 346,681,016 
Certificates of deposit ............... ‘ 8,525,000 owe 9,045,000 
Gold and silver certificates ............ 42,477,780 7 71,871,750 
Pernetienel GUIVOMER. 6. cceccsccc sccces 7,163,207 — 7,093,128 
8 $ 404,907,783 pane $ 434,750,854 
Unclaimed Pacific R. R, int.......... 7,927 = 7,256 
TOTAL DEBT, 

PE iekcéns seekeseiecqeens’ »-eued $ 2,096,946, 268 sans $ 2,009,704,370 
Bd 62 sues Seether chameiben Meanie 18,861,662 ‘vane 13,623,837 
i eitidntndneadn eennianiane $ 2,115,807,930 ele $ 2,023,328,207 
Total cash in Treasury.........6. o«- 210,926,763 rene 245,042,866 
Debt less cash ..... : naan Raa eee mien $ 1,904,881,166 ie $ 1,778,285 340 
Cash balances available................ 150,763,567 tel 151,274,111 


* Continued at tl ree and a half per cent. 
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OBITUARY. 


GEORGE E. GIBBON, of Charleston, South Carolina, formerly president of the 
People’s Bank of that State, died on October 31st in New York City. where 
he had gone for a change of air under the advice of his physicians. He 
was a native of Charleston. Always retiring and unobtrusive, he avoided, 
so far as he could, public positions, but the respect and admiration won 
by his sterling character caused him to be selected again and again for 
posts of commercial responsibility. 


CHARLES H. NORTHAM, a leading citizen of Hartford, Conn., died in that 
city on November 12, after a long illness. He was born in Colchester, Conn., 
Dec. 21, 1797; went to Hartford in 1812 as a clerk, and subsequently went 
into the grocery business. He was president and treasurer of the Connecticut 
River Steamboat Company, and president of the New York and New Haven 
Steamboat Company. In 1860 he left the grocery business and became presi- 
sident of the Mercantile National Bank of Hartford, which position he held at 
the time of his death. He was also president of the Hartford Hospital, di- 
rector of the Phoenix Insurance Company, trustee of the Connecticut Trust Com- 
pany, trustee of Trinity College, and held many other positions of the same 
general nature. Mr. Northam was a man of the strictest integrity, of great 
capacity for labor, and of unbounded energy, which was noticeably shown in the 
active participation in business affairs, which he continued until he was confined 
to his house last Spring. 


James D. Sawyer, of Buffalo, president of White’s Bank of that city, died 
the 16th of November, in the sixty-ninth year of his age. He was born in 
Connecticut. In 1837 he went to Buffalo, where he established a general 
mercantile store, and subsequently a commission business. He was engaged 
. In commercial pursuits until May, 1880. In 1868 he was elected a director of 
White’s Bank of Buffalo, and April 3rd, 1879, he was elected president of the 
bank, a position which he continued to hold to the time of his death. As a 
financier he displayed the same good judgment and ability which had made 
him a successful and prominent merchant. He was also at the time of his 
death vice-president of the Buffalo Insurance Company, a director of the 
Mutual Gas Light Company, and a trustee of the Forest Lawn Cemetery As- 
sociation. He had been president of the General Hospital, a member of the 
Advisory Board of the Home for the Friendless, and a kind friend and patron 
of the Buffalo Orphan Asylum. He was one of the oldest members of the 
Board of Trade, and had served as its president, and in most of its other 
offices. His influence and counsel were highly valued in all these organi- 
zations. ‘‘Mr. Sawyer’s character,” says the Auffalo Advertiser, ‘‘was that 
of a high-toned Christian gentleman. In all he did he was profoundly con- 
scientious ; his aim was to deal justly and honorably with all men, and he was 
always governed by the devout and sincere religious principles he had professed 
from his youth up.” 











COMPUTATION OF INTEREST.—The following statement relative to the method 
of computing the interest on the continued five-per-cent. bonds was issued at 
the Treasury Department to-day, to be forwarded in reply to numerous in- 
quiries which are being received on the subject : 

‘¢The interest due November 1, 1881, on the funded loan of 1881, con- 
tinued at three and a half per cent. was computed by taking the full interest 
for the quarter ending October 31st at three and a half per cent., and de- 
ducting therefrom interest from August Ist to August 12, 1881, being eleven 
days, at three and a half per cent., computed by Price’s Interest Tables, 365 
days to the year, August 12, 1881, being the date on which interest com- 
menced, as stated on the face of the bonds. 

‘JAMES GILFILLAN, 7veasurer United States.” 
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CHANGES OF PRESIDENT AND CASHIER. 


( Monthly List, continued from November No., page 403.) 


Bank and Place. Elected. In place of 
N. Y. City. Clearing-House Assoc’n,... Fredrick D. Tappen, Pr. H. F. Vail.* 
ALA.... First Nat’l] Bank, Tuscaloosa... John Little, Jr., Cas..... J. McLester. 
CONN .. Mercantile National Bank.... | J. W. Beach, Pr........ C. H. Northam,* 
Hartford. + C. C. Kimball, Vv. P..... J. W. Beach. 
' , ( F. W. Thaxter, Pr...... W. W. White. 
DAKOTA Lake County Bank, Madison. {_ F. L. Soper, SU Sagar ace 
| Springfield Marine and Fire { B. H. Ferguson, Pr...... R. F. Ruth. 
Insurance Co., Springfield. | Henry Bunn, 4.C....... eee eee 
KANSAS. Bank of Blue Rapids City...... Jo Es BO, COR ts ete 
ee Farmers’ Bank of Kentucky.. { W. J. Marshall, V.P.... we ee eee 
Henderson. {| C. T. Starling, Cas...... L. H. Lyne.* 
MD..... Centerville National Bank..... a8 eee R. E. Feddeman. 
MASS.... Massasoit Nat. B’k, Fall River. E. W. Borden, Cas...... L. Borden. 
MICH... Union City National Bank..... Ezra Bostwick, Vice Pr., Acting Pr. 
N. H... Union Five-Cents om Frank P, Cram, 77..... G. E. Lane. 
N. J.... Merchants’ Nat’l B’k, Newark.. Jay S. Treat, Cas..... F, L. Luff, Acé’g Cas. 
« .. Salem Nat’] Banking Co..... Henry M. Rumsey, Cas.. B. Acton. 
Salem. } Frank M. Acton, 4. C... H. M. Rumsey. 


N.Y... FB Tats : N. Lansing Zabriskie, Pr, 7 D. Morgan. 
Y First National Bank, Aurora. | Henry A. Morgan, V’. P. N. L. Zabriskie. 

« .. First Nat’l B’k, Cooperstown... Theo, C. Turner, Cas.... = waes eee 
PENN... Pardee & Markle, Hazelton.... Geo. B. Markle, Jr., Cas. = wa eeeeee 

# .. First Nat. Bank, North East... Charles A. Ensign, Cas,. J. T. McCord. 

« ++Safe Deposit Bank, Pottsville... Charles H. Hazzard, Cas, F. B. Kaercher. 

# .. Watsontown National Bank... Joseph G. Durham, /r.. S. Rambach,.* 

# .- York County Nat’l B’k, York.. Jos. E. Rosenmiller, Py.. D. F. Williams.* 
WIs.... First National B’k, Manitowoc. George B. Burnet, Cas... see aeee 

° - Clark County B’k, Neillsville.. Walter C. Brooks, Cas .. D. B. R. Dickinson, 


OnT.... ‘Canadian Bank of Commerce | B. R. McConkey, Mgr... W. Manson 
9 eee ° e 


« .. Merchants’ Bank of Canada.. J. G. Fitzgibbon, Mgr. .. D. Miller. 


Owen Sound. 


* Deceased. 





OFFICIAL BULLETIN OF NEW NATIONAL BANKS 
(Continued from November No., page 401.) 


Capital 
No. Name and Place. President and Cashier. Authorized. 
2582 Farmers & Merchants’ Nat’! B’k.. William B. Thompson. 
Uhrichsville, OHIO. Charles S. Johnson. $50,000 
2583 Des Moines National Bank....... B. L. Harding. 
Des Moines, lowA. V. E. Hazen. 400,000 
2584 Second National Bank........... William P, Cannon. 
Danville, ILL. Thomas S. Parks. 100,000 
2585 First National Bank ............. C. Edgar Haupt. 
Mandan, DAKOTA, Hiram R, Lyon. 50,000 
2586 First National Bank............. S. H. Mallory. 
Creston, Iowa. John §8. Black. 50,000 
2587 Pemigewasset National Bank..... Nathan H. Weeks. 


Plymouth, N. H. Osmon B. Copeland. 75,000 








TR a RO oo RR Cae 








e .. New Hampton. 


Kansas, Caldwell....... 
w ., Cawker City.... 
»  , Hunnewell..... 
w . Osage City.... 


. Big Rapids .... 
« .. Maple Valley... 


MINN... Dodge Center.. 
a SE ee a 
e Mankato....... 
” Wabasha...... 
BP ceses Moberly ....... 
Ounr10... Uhrichsville.... 
TEXAS. . Eagle Pass. 
e  .. San Antonio.. 
ee Charlottesville.. 
P, E. I.. Charlottetown.. 
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Capital 
No. Name and Place. President and Cashier, Authorized. 
2588 First National Bank............. Alfred E. Bigelow. 
New Hampton, Iowa. Arthur E. Bigelow. 50,000 
2589 First National Bank ............. Manning S. Smalley. 
Hiawatha, KANSAS. Samuel A, Fulton, 50,000 
2590 First National Bank............. William Ferris. 
Brainerd, MINN. G. W. Holland. 50,000 
2591 Commercial National Bank....... Hugh McMillan. 
Detroit, MICH. Morris L. Williams. 250,000 
2592 First National Bank............. Joseph A. Donaldson. 
Carrollton, Ky. James E, Barnett. 60,000 
2593 People’s National Bank.......... Samuel L. Colville. 
McMinnville, TENN. Chatham Coffee. 55,000 
2594 People’s National Bank ......... Charles H. Harman. 

Charlottesville, VA. William W. Flanagan, 50,000. 
CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from November No., page 401.) 

NEw YORK CITY....... F, M. Lockwood & Co.; admit E. P. Miller. C.-R. Daven- 
port retires. 
a " S sesess Phelps, Stokes & Co.; will discontinue Dec. 31. Cause— 
death of James Stokes and illness of Isaac N. Phelps. 
0 u S neeees Van Dyck & Williams; dissolved by death of A. V. B. Van 
Dyck. W.B. & T. B. Williams continue. Same style. 
MEE... . GROBE 2. ccccces Stout, Fisk & Co.; out of business, 
CAL Marysville...... Marysville Savings Bank; suspended. 
ca a 6 ovcncaws Hallock & Clemes; now J. H. Clemes. 
8 ere Bank of South Arkansas; to be Bank of Salida shortly. 
Americus ...... First National Bank; in liquidation. Succeeded by Frank 
E. Burke. 
| a A. B. Knowlton; assigned. 
S «accesses: Vermilion County Bank; now Second National Bank. 
Same management. 
BOTTA. oc CHOSOR 00. ccece S. H. Mallory & Co.; now First National Bank. Same 
management. 
e .. Dyersville...... M. Taylor); sold to George 


Farmers 4 Traders’ Bank (J. 
F, Ball. 


eieenar — Bank (Easton & Bigelow); now First 
National Bank. Same cashier. 

Merchants & Drovers’ Bank (J. S. Danford); closed. 

A. Parker & Co.; succeeded by H. P. Churchill & Co, 

Hunnewell Bank (J. S. Danford); closed. 

Osage City Savings Bank (J. S. Danford); suspended. 

F. Fairman; now Fairman & Newton. 

R. Kearney; attached. Since deceased. 

C.S. Hardin & Sons; succeeded by Parsons Brothers. 

Fillmore County Bank (Adams & Co.); will close Dec, 31. 

Lewis, Shaubut & Hamilton; now Lewis & Shaubut. 

Exchange B’k (A. D. Southworth & Co.) ; succeeded by B’k 
of Wabasha. W. S. Jackson, Pr. Bruce Florer, Cas. 

Avery, Woolfolk & Co.; succeeded by Exchange Bank. 
Adam Given, Pr. QO. E. Hannah, Cas.. 

Farmers & Merchants’ Bank; now Farmers & Merchants’ 
National Bank. Same officers. 

Ward & Byron; closed Nov. 30. 

- Thornton & Lockwood ; now Lockwood & Kampmann, 


People’s Bank; now People’s National Bank. Same officers. 
Bank of Prince Edward Island; suspended. 
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SAVINGS BANKS. 


(Monthly List, continued from November No., page 402.) 


State. Place and Capital. Bank or Banker. 


ee eee Bank of Camden... ...... 
Charles N. Rix, Pr. 
COL | rere Bank of Pitkin County.. . 


E. L. Campbell, Pr. 


Goose River Bank........ 
(N. K. Hubbard & Co.) 


“ ere First National Bank.. . 
$ 50,000 C. Edgar Haupt, Pr. 

| oe Danville....... Second National Bank.. 
$100,000 William P. Cannon, Pr. 
lowa... Belmond...... Iowa Valley Bank......... 
G. H. Richardson, Pr. 
> we Gi as ici First National Bank...... 
50,000 S. H. Mallory, Pr. 

4 .- Des Moines.... Des Moines Nat’! Bank.. 
400, 000 B. L. Harding, Pr, 
# .. Humboldt. og eee 


$2 27, 000 George L. Tremain, Pr. 
« .. New Hampton. First National Bank....... 
Alfred E. Bigelow, Pr. 


(To commence January 1). 
John G. Woods, /*%. 


$ 50,000 


Kansas. Caldwell..... .. Stock Exchange B’k. 


e .. Hiawatha...... First National Bank....... 


$50,000 Manning S. Smalley, Pr, 
Ky..... Carrollton. ..... First National Bank...... 
60,000 Joseph A. Donaldson, /r. 
MIcH... Detroit......... Commercial Nat’l B’k..... 
$ 250,000 Hugh McMillan, Pr. 
MINN... Brainerd....... First National Bank....... 
William Ferris, Pr. 
a ET Pepin County Bank...(A. 
OS ee 
Mo...... Appleton City.. Merchants’ Bank.......... 
$ 15,000 <dward Mason, Pr. 

N.H.... Plymouth...... Pemigewasset Nat’l B’k.. 
$ 75, 000 Nathan H. Weeks, Pr. 
Oun10... Uhrichsville.... Farmers & Merchants’ N.B. 
$ 50,000 Wm. B. Thompson, /r. 

TENN... McMinnville.... People’s National Bank.. 
$ 55,000 Samuel L, Colville, Pr. 
Texas. Caldwell....... Jones & Hamilton........ 

Wis.... SheboyganFalls Dairymen’s Bank....... 

$ 10,000 John E. Thomas, Pr. 
Wilivcsee Charlottesville... People’s National Bank.... 
$50,000 Charles H. Harman, Pr, 
OnT.... Fenelon Falls.. Denison, Westcott & Co.. 


The Banker’s Almanac and Register for 
press, 
office immediately, 








N. Y. Correspondent and Cashier. 
Charles K. Sithen, ‘Cas. 
American Exchange Nat’] Bk. 
Robert Bailey, Cas. 
Capital B’k, St. Paul. 


Hiram R. Lyon, Cas. 
Gilman, Son & Co, 
Thomas S. Parkes, Cas 
Metropolitan National Bank, 
D. E. Packard, Cas. 
Importers & Traders Nat. B’k, 
John S. Black, Cas 
Fourth National Bank. 
W. E. Hazen, Cas. 
Ninth National Bank. 
Joseph W. Foster, Cas. 


eeeeeveveeev eee? 


Arthur E. Bigelow, Cas. 


Charles H. Moore, Cas 
United States National Bank. 
Samuel A. Fulton, Cas. 


Morris L. Williams, Cas. 


Metropolitan National Bank. 
G. W. Holland, Cas. 
L. Ward). Jesup, Paton&Co. 


American Exchange Nat’! B’k. 
F. H. Miller, Cas. 


National Revere B’k, Boston. 
Osmon B. Copeland, Cas. 


United States National Bank. 
Charles S. Johnson, Cas. 


Chatham Coffee, Cas. 
S. M. Swenson & Sons, 


American Exchange Nat’! B’k, 
Frank H. Baack, Cas. 


Latham, Alexander & Co. 
Wm, W. Flannagan. Cas, 


eeeeeeeaeaeeaene 


Ne ee ee 


1882 is now preparing for the 


Notice of new banks, changes of officers, etc., should be sent to this 
Orders for advertisements must be in by December 2oth. 
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NOTES ON THE MONEY MARKET. 
NEW YORK, NOVEMBER 30, 1881. 
Exchange on London at sixty days’ sight, 4.80 in gold. 


The most prominent financial events of the month have been the failures of 
the Mechanics’ National Bank of Newark, and the Pacific National Bank of 
Boston. The stupendous mismanagement of these institutions, without the 
knowledge of bank examiners and bank directors, has disturbed the faith of many 
persons in the efficiency and honesty of the corporate management of money. 
Yet the uneasiness has not extended so far as to cause a perceptible diminu- 
tion in the value of bank stocks, and the public, with whom alarm is often 
easily succeeded by forgetfulness, is not likely to be burdened with these 
occurrences very long. 

These failures, however, and the loaning of large sums by the banks to 
speculators during the last few months, have excited two other inquiries which 
ought not to pass unheeded. One is, on what sort of collaterals are the 
banks making loans; and the other inquiry is, are they not helping specu- 
lators, to the great injury of legitimate business? The failure of the Pacific 
Bank has intensified the first inquiry, and while there is a feeling that Mr. 
Benyon’s daring and reckless mode of doing business has been confined to 
himself, yet there is a fear that large sums have been loaned on very doubtful 
security, the value of which would be injuriously affected by very slight 
adverse causes, That the banks have done much to sustain the speculative 
fever by loaning freely to speculators is a fact too patent to be denied. It is 
very generally said that these institutions have gone further in this direction in 
Chicago than elsewhere. Their course has, doubtless, been a profitable one 
for themselves temporarily, but as these loans have been made to the manifest 
injury of the mercantile classes, ill feeling against the banks has increased 
which may finally terminate in a way not agreeable or profitable to them. 

At the beginning of the month money was somewhat easier than it had 
been, and the balances in the banks increased, but this ease was not of long 
duration. Renewed speculative operations in grain and cotton in New York 
and elsewhere, the legitimate activity of money for ordinary business purposes, 
as well as the continued absorption of capital in railroad building, have drawn 
the funds away from New York, and the bank balances have diminished. 
Imports of specie have been trifling, and the Government has made only small 
disbursements for bond purchases, because the holders were not inclined to part 
with their securities at the price offered by the Treasury. Funds have moved 
Eastward more slowly than usual, The demand for money in the South and 
West is still very great, consequently high rates continue. Capitalists in many 
cases have shown an unwillingness to place their money on time loans, because 
they regarded a stringency of rates among the probabilities, and in the eveat 
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of such a contingency they would be enabled to put out their funds to better 
advantage. Subsequent events proved the correctness of their assumptions, and 
money-lenders still seem inclined to pursue that course. 

The flow of specie towards America continues light, but a large unliquidated 
balance is still probably due to this country. The specie imports and exports 
from the Ist of January to November 28th, as compared with last year, is as 
follows : 


1880. 1881. Differences. 
Imports......... $ 56,834,961 einai $54,533,525 een — $2,301,436 
Exports........ 8,778,129 inten 10,494,639 ss + 1,716,510 


Speculation in stocks has tended toward lower prices, and large liquidations - 
have taken place. Lower prices also prevail in all kinds of breadstuffs and 
petroleum. The grain speculators are engaged in one of the biggest financial 
operations the world has ever seen in trying to get the highest possible price 
for American grain, and yet not be underbid by other competitors. The opera- 
tion has involved the locking up of vast amounts of capital, storing the 
elevators to their fullest capacity, and of putting a blockade on grain until its 
actual value in the markets of the world can be known, “not upon any 
standard of last year’s prices,’’ says the operator, ‘‘for no such standard 
applies, but according to the standard established by the ratio of the total 
existing demand to the total existing supply.” That standard evidently is not 
easily found, and one can readily see the enormous risks involved in such a 
huge speculation. 

Mr. Windom’s refunding operations were entirely completed during the month. 
The total of the bonds continued at three and a half per cent. is $ 579,560,050, 
and the total cost to the Government was about $10,000, of which nearly 
$6,000 was for paper and printing the bonds, and for all other expenses, 
including the cost of making the exchanges of about $45,000,000 of the bonds 
in London, $ 4,499.08. This makes the expense of continuing each $ 1,000,000 
of the bonds about $17.82. It is reported that Secretary Folger has directed 
a computation to be made by the Actuary of the Treasury Department, for the 
purpose of ascertaining at what premium the Government can afford to pur- 
chase four-and-half and four-per-cent. bonds, instead of calling in the three-and- 
a-half-per-cent. bonds, and at the same time protect the Government from loss. 
But since the last call for bonds, it is stated on good authority that the policy 
of his predecessor will be continued in regard to purchasing bonds. 


The reports of the New York Clearing-house banks compare as follows : 


1881. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Nov. 5... $ 313,359,900 .$60,913,500 . $15,211,800 . $292,082,500 . $20,043,100 . $3,104,675 
s€ 12.4. 313,123,800 . 60,788,900 . 14,853,009 . 290,677,300 - 20,043,100 . 2,972,575 
‘¢ 19..+ 315,182,300 . §9,949,700 . 15,276,000 . 291,088,500 ~ 19,962,400 » 2,453,575 
‘© 26 .. 314,758,800 . 57,020,100 . 15,592,600 . 286,566,400 . 20,000,200 . 971,100 


The Boston bank statement for the past four weeks is as follows: 


1881. Loans. Specie. Legal Tenders. Deposits. Circulation, 
Oct. 29. ccccece $ 154,270,800 .... $6,848,300 ... $4,060,400 -.--- $96,546,300 .... $31,871,600 
Nov. 5...00¢ © 154,781,200 -e050 7,105,300 -+++ 3,709,100 .... 98,570,400 .++6 31,806,600 

* @0 sasee « 154.282,100 .see 6,895,200 .... 3,724,600 ..+- 98,220,300 .... 31,885,100 

- Beecece 153,194,000 20+ 6,569,400 .-++  33634,400 -+0+ 97,595,700 «+++ 32,070,400 


Lewwage 151,006,900 .ee+ 79014,600 ... 3,725,500 «eee 95,416,100 «+. 32,156,300 
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The Clearing-House exhibit of the Philadelphia banks is as annexed : 
Loans. Reserves. Deposits. Circulation. 
$ 76,066,829 wooo $17,351,141 -eee $66,423,240 sees $11,082,796 
7555323039 ovee 179331,490 see 66,302,069 sone 11,113,915 
75+303,567 . 17,259,435 sees 65,992,954 sees - 1191254596 
73:942,244 oe 17,895,621 ° 65,284,902 coon 11,122,340 


We append the usual quotations of leading stocks for the month : 


QUOTATIONS : Now, 7. Nov. 14 Nov. 22. Nov. 29. 
U. S. 6s, 1881, Coup... 1014 1t01l{ ee 101% 102% 
U.S. 44s, 1891, Coup. 113 - 11338 «- 11338 oe 113% 
U.S. 48, 1907, Coup... 1164 .. 117% .- 11658 .. 117% 
West. Union Tel. Co.. 875@ -- 87% .. 85% .. 8558 
N. Y. C. & Hudson R. 14038 .. 139% +. 138%. 138% 
(Lake Shore 123 ee 122 - 121% oe 121% 
Chicago & Rock Island 135% >: 137 = 134% .. 13558 
New Jersey Central... 96% .. 96% .. 93% + 95% 
Del. , Lack. & West.... 128 .. 12756 +e 12558 126% 
Delaware & Hudson.. 100% .. 110%... 108% .- 108 
Reading 683 .. 68 - 65% .. 661% 
North Western 127% .- 129% .. 127 - 129% 
Pacific Mail 4534 oe 47% oe 44% .. 4538 

48% 47%: 46% -:. 46% 

DISCOUMS 20-0 ccccccce 6@-- .. 6 @ 6% . 6 @ 6% .. 6 @ 6% 
Call Loans 5@6_.. 5@6 .. 6@6 .. 6 @ 6 
Bills on London 4-81@4.84 «+ 4.8114@ 4.8414. 4.801440 4.84% 481 @4.85 
Treasury balances,coin $75,799,450 .. $81,474,844 -- $84,646,781... $86,965,901 

Do. do. cur. $4,573,159 -- $4,530,944 -- $4,376,531-- $4,426,653 


DEATHS. 


At NEw York CITY, on October 31st, aged fifty-eight years, GEORGE E. GIB 
BON, formerly President of the People’s Bank of South Carolina, Charleston. 

At ANNAPOLIS, Md., on November 2oth, aged seventy-eight years, ALEXAN- 
DER RANDALL, President of the Farmers’ National Bank, 

At BorFraLo, N. Y., on November 16th, aged sixty-eight years, JAMES D. 
SAWYER, President of White’s Bank of Buffalo. 

At STONINGTON, Conn., on November 15th, aged seventy-eight years, STILES 
STANTON, President of the First National Bank of Stonington. 

At ALBION, N. Y., on November 2oth, aged fifty-nine years, ALEXANDER 
STEWART, President of the First National Bank of Albion. 

At Lima, Ohio, on November 12th, aged sixty-two years, SHELBY TAYLOR, 
formerly Cashier of the First National Bank of Lima. 





